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SOME PERILS OF OUR BANKING SYSTEM. 


Never since our National banking system was established by the 
law of 1863 have the foundations of its prosperity and strength 
been more seriously threatened than during the fiscal year which has 
just closed. Part of these dangers have sprung from within; while 
part have come from the experiments of crude legislation which 
menaced the banking organism from without. It is hard to say 
which of the two are the most formidable; as to the latter class 
of evils, which come from legislation, we now know the worst 
that, for the present, can happen to us. Many well-informed 
persons think that we shall have no more financial legislation 
during the rest of President Grant’s second term. If this be too 
much to hope, it is at least one of the benefits due to the Presi- 
dent’s Memorandum, which document we discuss elsewhere, that 
it has cleared our financial atmosphere; and has rid us of a multi- 
tude of projects of greenback expansion, by which the inflationists 
in Congress have been overstraining the public confidence in our 
banking and financial stability. 

These gentlemen, to the great regret of the advocates of sound 
principles of banking, have given to our system a certain ten- 
dency to undue expansion, which has been seeking to develop 
itself for several years past, and seems to have just reached the 
point of culmination. These expansionists have operated in two 
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directions. They have weakened the foundations of the great 
edifice of our banking organism, and they have enlarged and 
expanded the superstructure. It is easy to see what must come 
of this two-fold “reform.” 


The Currency Bill which was signed by the President on the 
22d June, passed the House on the 2oth by a majority of 221 
to 40, and had previously passed the Senate on the rgth by a 
majority of 43 to 19. It is undoubtedly the least objectionable 
of the finance bills which have been elaborated by the present 
Congress. Still it threatens the foundations of the banking fabric, 
on which our whole financial machinery moves, as we can not 
fully attempt now to explain. One or two of the most patent ob- 
jections to it are all that are worth attending to at the present 
moment. 

In the first place this law dispenses with part of the greenback 
reserves which have always been the distinguishing feature of our 
banking system. Few of us would waste time in proving that the 
cash reserves of the National banks have been one of their chief 
safeguards. Those who are best conversant with the financial his- 
tory of the past ten years are best aware that we owe it to the am- 
ple compulsory reserves, that our banking machinery throughout the 
war was free from the uncertain jerks, the abrupt changes and 
frequent spasms, which, for many years, had been the disgrace 
of our old bank system. Some writers have contended that all the 
panics of this century, both here and in England, could have 
been prevented if ample banking reserves had been available, and 
had been judiciously employed in the crises of pressure. However 
this may be, we must at least concede that several of the panics 
that have been specially disastrous to ourselves, would have lost 
much of their virulence if our banks had been stronger in re- 
serves. 

It is a fundamental principle of sound banking that the cash 
reserve should amount to one-fourth; or, as some say, to one-third, 
of the direct liabilities of the banks; and that whenever it falls below 
this level, it should be raised by immediate restrictive measures. 
The old Louisiana banking act required one-third, and that of 
Ohio one-fourth. The last-named law was, in several respects, the 
model on which our National banking law was framed, and it had 
long been familiarly known to Mr. Secretary Chase. In conformity 
with the law of Ohio Mr. Chase would have prescribed 25 per cent. 
as the minimum below which the National bank reserves should never 
sink. For well-known reasons Congress was induced to modify 
this original requirement in 1863. The New York Clearing House 
in 1858, established their minimum reserve at 20 per cent., in coin ; 
and in 1860 they raised the minimum to 25 per cent. Our Na- 
tional banking law, when it imposed the obligation upon the banks 
to hold so ample a reserve, gave a compensation by conferring 
upon them the co-ordinate privilege of issuing notes endorsed by 
the Government, and intended to take the place of the greenbacks 
when the latter should be withdrawn from circulation. In return 
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for these and other privileges the banks were required by the laws 
of 1863 and 1864, to hold a larger reserve than had ever before 
been generally enforced by statute in this country. The banks 
of the large cities were required to hold 25 per cent., and those 
of other places 15 per cent. ‘To the fidelity with which these re- 
serves were kept up, has been ascribed, as we have said, the 
stability of our banking and commercial system during the ex- 
traordinary pressure of our war finance. 


These reserves, however, are costly. They involve the keeping 
of over a hundred millions of the funds of the banks unproduc- 
tive of direct profit. This large proportion of passive assets, 
however needful it may be to secure the stability of the banks, 
has been long regarded by the expansionists with jealousy. The 
attempts they have heretofore made to impair the reserves and to 
increase in this way the earning power of the banks at the 
expense of their strength and stability would form an interesting 
chapter in some future history of our credit system. The sub- 
joined table shows that these efforts have, so far, been only in 
part successful. 


AGGREGATE RESERVES OF THE COUNTRY BANKS. 


‘ Ratioy 
Required, 15 per cent. reserve ta 


No. of Circulation Reserve re- liabilities. 
banks. and deposits. quired. Reserve held. Per cent. 


1868 . 1,418 - $405, 322,366 0 798,353 - $96,873,050 . 23.9 


1868 . 1,418 . 412,251,908 61,837,703 - 94,143,672 23-8 
29 


1868 . 1,414 . 419,787, - 62,968,177 - 100,782,520 . 24 
1868 . 1,422 - 414,776,428 . 62,216,475 - 95,252,448 . 22.9 
1869 - 1,408 . 406,128,844 - 60,919,326 . 92,999,217 . 22.9 
1869 . 1,400 . 394,615,851 - 59,192,376 - 82,523,406 . 20.9 
1869 - 1,400 - 395,378,414 - 59,306,761 - 85,673, as 
1869 . 1,398 - 394,376,119 - 59,156,419 - 80,965,648 
1870 . 1,396 . Ssanehaet - 59,856,202 - 93,426,468 
1870 - 1,397 - 403,873,222 . 60,580,977 - 92,383,755 
1870 . 1,396 - 406,140,873 - 60,921,131 . 92,037,332 
1870 . 1,400 - 404,337,512 - 60,650,626 - 84,777,956 
1870 . 1,430 - 406,311,075 - 60,946,750 . 85,723,389 
1871 - 1,465 - 423,793,830 - 63,569,073 - 95,615,960 - 
April29, 1871 - 1,484 - 436,412,072 . 65,461,811 - 98,698,874 . 
June to, 1871 - 1,497 - 443,155,183 - 66,473,276 - 101,706,605 . 
Oct. 2, 1871 - 1,536 - 467,619,031 - 70,142,854 . 98,946,184 .- 
Dec. 16, 1871 - 1,564 . 460,710,213 - 69,106,532 . 91,728,626 - 
Feb. 27, 1872 . 1,586 . 481, 1506,936 - 72,226,040 - 102,275,001 
Apriltg, 1872 . 1,616 - 484,854,125 - 72,728,118 . 98,012,845 . 
June 10, 1872 1,626 . 490,608,432 - 73,591,264 . 101,821,660 
Oct. 3, 1872 . 1,689 . 506,713,150 . 76,006,972 . 97.765, 876 . 
Dec. 27, 1872 . 1,707 - 500,723,505 - 75,108,526 . 102,033,935 - 
Feb. 28, 1873 - 1,717 - 517,267,245 - 77,611,640 - 107,595,294 
April25, 1873 - 1,732 - 514,998,003 - 77,281,146 105,686,322 
June 13, 1873 1,737 - 524,531,472 - 78,722,905 108,348,248 . : 
Sept.12, 1873 - 1,747 - 532:971,917 - 80,000,665 . 110,110,455 - 20.7 


Two things are proved by these statistics: In the first place, 
these reserves are about equal all the year round, and they are 


now almost as large as in 1868. Secondly, the country banks 
have, in these respects, been more exemplary in their obedience 
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to the law than have the banks in the redeeming cities, whose 
returns are as follows: 


AGGREGATE RESERVES OF THE BANKS IN REDEMPTION CITIES. 


Required, 25 per cent. Ratio of 
reserve lo 
No. of Circulation Reserve re- liabilties . 
Dates. banks. and deposits. quired. Reserve held. Per cent, 
Jan. 6, 1868 . 224 - $439,653, 338 - $ 109,913,335 - $ 146,041,738 - 33-2 
April 6, 1868 . 225 429,084,929 107,271,231 - 130,148,347 - 30-3 
July 6, 1868 . 225 . 493,814,023 - - 123,453,505 - 160,352,080 . 32-5 
Oct. 5, 1868 . 223 - 440,170,650 110,042,664 - 139,227,396 - 31.6 
Jan. 4, 1869 . 220 - 428,310,661 . 107,077,665 . 140,320,761 . 32.7 
April17, 1869 . 220 400,006,281 . 100,001,571 - 115,570,842 . 28.9 
June 12, 1869 .° 219 - 425,263,320 106,315,832 - 125,468,496 . 29.5 
Oct. 9, 1869 - 219 - 403,632,332 . 100,908,081 - 127,256,666 . 31. 
Jan. 22,1870 . 218 - 447,831,836 - 111,957,959 *- - 155,804,990 - 34. 
Mar. 24,1870 . 218 - 445,759,265 111,439,813 - 143,139,798 - 32.1 
June. 9, 1870 - 216 - 460,166,341 . 115,041,582 - . 150,572,350 - 32.7 
Oct. 8,1870 . 215 - 409,060,815 - 102,205,204 - 118,633,295 - 29 
Dec. 28,1870 . 218 - 420,796,417 - 105,199,105 . 123,816,297 - 29.4 
Mar. 18,1871 . 223 - 466,973,869 . 116,743,467 . 138,772,908 . 29.7 
April29, 1871 - 225 - 476,104,067 . 119,026,015 - 144,809,917 - 30.4 
June 10, 1871 - 226 - 510,018,734 - 127,504,683 - 159,693,896 . 31.3 
Oct. 2, 1871 - 230 - 484,634,132 - 121,158,533 - 134,463,827 . 27.7 
Dec. 16,1871 . 226 . 456,721,899 - 114,180,474 . 126,916,204 . 27.8 
Feb. 27, 1872 . 228 - 470,889,271 - 117,722,318 . 126,440,065 . 26.9 
April19,1872 - 227 - 460,754,376 - 115,188,594 . 124,949,109 . 27.1 
June 10, 1872 . 227 - 499,398,300 124,849,574 144,672,283 . 29 
Oct. 3, 1872 - 230 - 443,349,305 - 110,837,326 . 112,152,050 . 25-3 
Dec. 27, 1872 - 233 - 461,855,292 . 115,463,822 . 123,136,887 . 26.7 
Feb. 28, 1873 - 230 - 475,475,970 118,868,991 . 121,049,950 . 25. 
April 25,1873 - 230 - 464,720,950 - 116,182,487 . 119,676,330 = 2h. 
June i3, 1873 - 231 - 492,717,130 - 123,179,284 - 143,830,285 - 29.2 
Sept. 12, 1873 - 229 . 474,721,060 . 118,675,265 . 116,474,081 - 24.5 


There is less of uniformity in the level of the reserves in the 
redemption cities. For well-known reasons they usually reach 
their highest point in the summer, and their lowest point in the 
autumn. There has also been, during the last two years, a more 
decided falling off in the bank reserves of the redemption cities, 
than in those of. the country banks. It is worthy of remark 
that the country banks have raised their greenback reserves from 
36 millions in 1868, to 42 millions in 1873; while the redemption 
banks have reduced their greenback reserves from 78 millions in 
1868, to 50 millions in 1873. 

It appears from these statistics how far the banks, during the 
last five years, have strengthened themselves with a surplus reserve 
in addition to the minimum required by law. As we have said, 
the legal requirement is that the country banks shall hold an 
amount of reserve equal to 15 per cent. of their deposits and cir- 
culation, three-fifths of which reserve may be on deposit with such 
National banks as act as their agents in the redemption cities. 
With regard to the banks of the redemption cities, they have to 
keep a reserve of 25 per cent., one-half of which may be on 
deposit with National banks. 





1874. ] SOME PERILS OF OUR BANKING SYSTEM. 5 


The subjoined table will show how freely the banks avail them- 
selves of this privilege of counting, as part of their cash reserves, 
deposits so held in other National banks. 


DETAILS OF THE RESERVES OF CoUNTRY BANKS. 


Compound Three-per- Due from U.S. cer- 
Legal interest cent.certifi- redeeming  tificates of 
Specie. tenders. notes. cates. agents. deposit. 


1868 ha 565,221 36,13 8,801 $12,933.550 $1,440,000 $43, 795,478 
1868 1,804,017 34:735,709 . 11,806,040 . 2,995,000 42,892,915 
, 1868 . 2,058,989 . 36,247,168 . 6,478,600. 4,265,000 . 51,732,763 
1868 . 1,781,317 39,034,570 . 2,131,020. 5,245,000 . 47,000,541 
1869 . 2,819,665 . 40,724,681 . - 4,815,000 . 44,639,871 
» 1869 . 1,705,877 . 37,213,372 
2, 1869 - 15597,54% + 36,232,475 
1869 . 1,573,300 . 36,215,334 
1870 . 3,146,141 . 36,855,868 
» 1870 . 3,329,055 - 35,659,362 
1870 . 2,912.275 . 36,992.740 
1870 . 2,357,856 . 35.465,915 
1870 . 2,359,126 . 36,842,257 
» 1871 ., 2,420,987 . 35,589,817 
, 1872 . 2,504,655 . 38,500,524 
1871 . 2,032,371 . 38.481,550 
1871 . 1,814,927 . 40,139,433 
187% . 2,043.411 ~. 39,380,993 
1872 . 2,816771 ~- 39,792,119 
1872 . 2,600,614 . 42,485,632 
1872 . 1,890,232 . 41,495,581 
1872 . 1,950,142 ~. 42,717,294 
. 1872 - 1,978,383 . 43,228,892 
1873. 1,779,051 ~ 41,598,799 


41595,000 . 39,009,157 
4,235,000 . 43,608,318 
31795;000 - 39,382,014 
39379,000 . 50,054,459 
3,265,009 . 50,130,338 
3-115,000 . 49,017,317 
2,899,000 . 44,064,185 
2,545;000 . 43,977,006 
2,245,000 . 55 360,156 
2,040,000 . 55,047,695 
1,885,000 . 59,307,684 
1,355,000 . 55,036,824 
1,060.000 . 40,244,222 
810,000 . 58,856,111 
690,000 . 52,236,599 
605,000 . 57,830,847 
335,000 . 52,543,440 - $ 
185,000 . 56,291,660 50,000 
90.000 . 62.641,844 . 1,485,000 
1873 . 1,567.149 . 43,202,852 10,000 . 59,011,321 . 1,895,000 
1873 * 1,715,293 . 42,800,960 . 10,000 . 61,696,995 . 2,125,000 
1873 . 2,071,686 . 42,279,728 .. r —  . 63,509,041 . 2,250,000 
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TAILS OF THE RESERVES OF BANKS IN REDEMPTION CITIES. 


Compound Clearing- Three-per- Due from 
Legal interest house cent. certi- redeeming 
Specie. tenders. notes. certificates. Sicates. agents. 

Jan. 1, 1868 .$ 15,538,758 * 78,167,690 $27,063,480 . . $6,805,000 .$ 18,466,810 
April 6, 1868 . 13,575,641 49,654,519 - 27,ITI,450 . . 21,350,000 . 18,456,737 
July 6, 1868 . 18,696,932 . 63,918.932 . 12,994,620 . « 40,640,000 .. 24,101,596 
Oct. 5, 1868 . 9,686,044 . 53,418.905 . 2,382,710 . + 53,835,000 . 19,904,737 
Jan. 4, 1869 . 24,458,946 . 47,514 619 . ‘ + 47,260,000 . 21,087,196 
April 17, 1869 . 6.768,826 . 43.661,789 . 49,595,000 . 18,545,227 
June 12, 1869 . 15,882,535 . 44,701,644 .« 45,580,000 . 19,304,317 
Oct. 9, 1869 . 20,415,157 . 47,503,961 ‘ « 42,050,000 . 17,287,548 
Jan. 22,1870 . 43,005,329 . 49,256,634 . - $17,956,000 . 24,090,000 . 21,587,027 
Mar. 24, 1870 . 32,703,399 . 44,720,610 . . 19,881,000 . 22,530,000 . 23,304,783 
June 9, 1870 . 27,023,254 . 53,718,011 . 21,403,000 . 22,810,000 . 25,618,085 
Oct. 8, 1870 . 12.108,149 . 41,737,662 . 19,136,000 . 23,440,000 . 22,211,484 
Dec. 28, 1870 . 19,949,751 . 41,680,483 . 20,498,000 20,860,000 . 20,828,058 
Mar. 18, 1871 . 19,516,341 . 53,253.532 20.599.000 . 16,955,000 . 28,449,035 
April 29, 1871 . 15.788.996 . 65,006,031 . 21,531,572 . 13,020,000 . 29,413,318 
June 10,1871 . 14,171,225 . 81,923,110 . 19,248,000 . 11,290,000 . 33,061,561 
Oct. 2,1871°. 10,226.739 . 66,848,233 .« . 20,322,070 . 5,825,000 . 31,241,785 
Dec. 16,1871 . 23,273,114 . 52 633,689 . . 16,633,026 . 5,635,000 . 28,741,375 
Feb. 27, 1872 19,504,567 . 55,118,281 . U. S. os cer- . 16,195,000 . 4.930,000 . 30,692,217 
April 19, 1872 . 17,142,870 . 60,822,823 . téficates of . 13.909,000 . 3,190,000 . 29,883,416 
June 10, 1872 . 18,040,028 . 78,001,259 . . deposit. . 12,092,577 - 2,805,000 . 33,733,421 
Oct. 3, 1872 . 8,279,613 . 59,356.810 . $6,490,000 . 8,632,000 . 1,220,000 . 28,173,633 
Dec. 27, 1872 . 17,068.954 . 57,358,477 + 12,300,000 . 5 560,000 . 775,000 . 30,074,456 
Feb. 28, 1873 . 15,998,022 . 54,816,110 . 16,975 000 . 2,115,000 . 320,000 . 30,825,818 
April 25, 1873 . 15,301,659 . 506,732.435 - 16,475,000 . 1,370,000 . — _. 29,797,236 
June 13, 1873 . 20, 234, 795 - 63,205,531 . 20,240,000 . 670,000 . - 33»479,959 
Sept.12, 1873 . 17,796,781 . 50,067.935 - 18,360,000 . 175,000 . — _ =. :-: 30,074,965 


“HITE 


It has long been complained that from the nineteen hundred 
banks outside of New York city a very large and unwieldy sum 
comes to the New York banks under this rule allowing such de- 
posits to be counted as reserve. The Comptroller of the Currency, 
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in referring to the evils hence arising, said in his Report for 1872, 
that for most of the year, the amount is equal to more than 
one-fifth of the capital of all the country banks. In many cases 
these deposits amount to twice as much as the capital of the 
bank which deposits them. There are not a few cases in which 
country banks send into New York, three, four, and even five 
times their capital. This bad habit has grown up under the 
attraction of the high rates of interest on deposits which certain 
New York banks have for many years allowed to their corres- 
pondents. We shall hereafter show that in 1858 the perturbations 
from this cause were so generally acknowledged that forty of the 
forty-six banks then in the New York clearing house, signed an 
agreement “to allow no interest on deposits or balances of any 
kind, either directly or indirectly, provided all the banks compos- 
ing the association shall concur.” All did not concur, but from 
that day to this many of our strongest banks have steadily refused 
to allow interest on deposits. Similar attempts have been since 
made to establish the rule that all the clearing-house banks should 
stop interest on deposits. More than once, in time of pressure, 
these attempts have seemed on the point of success; but like the 
most recent of them, in November, 1873, they have, from the 
absence of unanimity, been finally abandoned, or at least post- 
poned. 

Another attempt to suppress the evils of these country deposits 
is suggested elsewhere by the Comptroller of the Currency in the 
Report just quoted. He proposed to prohibit all banks from 
extending their loans beyond three times the amount of their cap- 
ital. This excellent provision is favored by the support of our 
best banking authorities. For some reason it has never found its 
way into any of the numerous finance bills of the session just 
closed. Meanwhile, as the Comptroller very justly says, the suspen- 
sion of one of the banks which hold these masses of country bank 
deposits, if the failure should occur in a time of monetary strin- 
gency, would embarrass, if not ruin many banks in the redemp- 
tion cities. And, to complete the disaster, the country correspond- 
ents of these redeeming banks would suffer in turn, so that it 
would be impossible to fix bounds to the circling wave of finan- 
cial ruin which from many centres, would overspread the whole 
country. The remedy proposed by Congress to stop the growth 
of this notorious evil was very summarily rejected. This remedy 
consisted in prohibition, the usual resort of legislative incapacity. 
The country banks were to be forbidden to keep their reserves 
in New York. ‘The third section of the abortive House bill 
required that each bank should, “within ninety days after the pas- 
sage of the act, and thereafter, keep its lawful money reserves 
within its own vaults, at the place where its operations of dis- 
count and deposit are carried on.” Had Congress been content 
with the simple enactment that the deposits in other banks should 
not be counted as reserves, it is possible that the provision might 
not have provoked so violent an opposition. In its stringent 
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shape, this reserve-prohibition raised up a powerful hostility alto- 
gether disproportioned to its relative importance. The friends and 
the foes of .the bill puzzled each other with elaborate calculations 
as to the amount of “contraction” which would be produced in 
the active circulation of paper money, by the withdrawal of green- 
backs from the city banks, and from the ordinary channels of 
commerce, into the vaults of the country banks. 


Among these sterile discussions on minor points with vague 
data the public attention was dissipated and wasted while more 
important features of the successive bills were too much over- 
looked. 

In all’ the most recently matured bills the banks were re- 
leased altogether from the duty of holding a reserve against 
their circulation. Nominally a reserve of five per cent. was indeed 
required to be deposited in the United States Treasury. But 
this provision was neutralized by the Conference Committee, who 
slipped into their two bills the significant provision, that the five 
per cent. deposited in the ‘Treasury should be counted as part of 
the reserve against deposits. It is not easy to see how this per- 
mission can be reconciled with the preceding provision that the 
five per cent. should be held and used for the redemption of the 
bank notes, and for that purpose “ov/y.” To get rid of the 
difficulty the Conference Committee struck out the word “only.” 
This left the question doubtful, and by the whole bill, as it stood 
when finally passed and .signed by the President, the reserves, 
whose ample magnitude has been the great bulwark of the bank- 
ing system, are threatened, as we have said, with a sudden deple- 
tion, the importance of which it is impossible to over-estimate. 


The other objection to the New Currency bill is that, like 
all the legislation proposed this session relative to our banking 
system, it has a tendency to inflation, which is by no means such 
a simple malady as some persons suppose. Much needless _per- 
plexity would have been avoided in discussing the _ inflationist 
tendency of the recent finance bills in Congress if a_ better 
analysis had been made of the nature of inflation. All the best 
authorities agree that inflation is a very complex phenomenon. 
When its character is clearly discriminated inflation may be found 
in three distinct forms. There is-—first, cvrrency inflation, which 
is caused by over-issues of the paper circulation. The next 
species is inflation of credits, which may be caused by the banks 
expanding their loans. This is the sort of inflation to which 
we referred above, as endangering the equilibrium of the bank- 
ing machinery of the country by enlarging its superstructure 
beyond its basis, assimilating it to an inverted pyramid, and 
exposing it to the constant danger of instability and pertur- 
bation. The third species of inflation has been called an_ in- 
flation of confidence, tor lack of a better name. It consists of a 
specific excitement of the financial organism. If excessive, such 
an inflation of confidence often precedes a panic, and prepares the 
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way for it. But these three descriptions of inflation may exist in 
a variety of degrees. ‘To one of them all legislative attempts at 
inflation must be referred if we wish to estimate the force which 
it would exert on the banking and monetary movements of the 
country. The difficulty is, as we often find, that a proposed change 
in the banking laws may be justly accused of threatening both in- 
flation and contraction at the same time. The bill before us is 
an instance of this. This law declares the maximum greenback 
circulation $ 382,000,000. It abolishes the reserve on Na- 
tional bank circulation, except that greenbacks to the amount of 
five per cent. are to be deposited in the Treasury for redemption. 
This measure authorizes no new National bank notes, but it 
proposes instead to withdraw $55,000,000 of notes from those 
States which now have an excess, and to distribute these 55 mil- 
lions among the States which have less than their quota. 


How are we to find out whether this scheme is justly charged 
with inflation ? + Its advocates and opponents offer plausible argu- 
ments on both sides; and not a few men of large experience are 
inclined to believe that it is a task beyond the powers of man, to 
reach any certain conclusion on the subject. In support of this 
financial scepticism there is much to be said. But although math- 
ematical accuracy is hopeless, still an approximate estimate may be 
reached and must be attempted. The analysis given above of the 
general processes of inflation suggests to us three simple rules. In 
the first place, we may ask, does this bill inflate the currency ? 
secondly, would it inflate bank credits? thirdly, would it inflate 
public confidence ? 

Applying the first of these tests we see at once that in the 
provisions of the law we are examining, the greenback circulation 
is not increased, except so far as the reserves heretofore held 
against circulation shall be set afloat in the channels of the 
currency. The greenbacks are to remain at $ 382,000,000, 
which is the present sum. ‘The bank note aggregate would also 
be the same as it is now. It would continue at the level of 354 
millions, the distribution being changed of 55 millions, but no in- 
crease being made of the total amount of outstanding notes. So 
far as the first test of inflation is concerned, we may say that 
the New Finance law does not involve positive currency infla- 
tion, except indirectly by releasing the reserves. 

Nor, secondly, does it seem to threaten credit inflation, for the 
banks of the Eastern States which have now more than their 
share of bank notes would be induced to contract their loans 
rather than to expand them; and this contraction may reasonably 
be expected to equal, if it do not exceed, the expansion generated 
by the new banks among which the withdrawn currency is pro- 
posed to be distributed. ‘To illustrate this, let us divide the great 
system of the National banks into two parts, of which one com- 
prehends the States having less circulation than their quota, while 
all the other States are ranged in the other section. We shall 





1874. ] SOME PERILS OF OUR BANKING SYSTEM. 9 


easily see that in the former group of States there would be infla- 
tion, and in the latter contraction, and in both perturbation ; 
which, while it lasts, is almost as formidable an evil. 


This brings us to the third question touching the general con- 
fidence, which would suffer severely under any violent changes of 
the banking organism. ‘The recent panic inflicted a violent blow 
upon the public confidence; and the financial machinery of the 
country is in a sensitive state. Hence, we cannot allow ourselves 
to anticipate that so great a change as is here proposed could be 
made in the distribution of banking facilities without a spasmodic 
depression of the vital energies of the Eastern section of the 
banking system, which would be feebly compensated by the slow 
and irregular expansion of the other part of the banking organism 
in the West and South. It is superfluous to remark that we are 
not opposing here the general claim of any States in the West or 
elsewhere for more banking facilities. Our aim is to discuss the 
merits of the bill before us, and to show how, in attempting to 
avoid one acknowledged form of inflation or of contraction, we 
should beware lest we fall into another. The law as it stands will 
probably repeat the effects of nearly all compromise measures, and 
will disappoint both the parties it was intended to harmonize. 


Our space forbids any further exposition of the evils which have 
threatened the banking organism from legislation. Enough has 
been said to indicate the two objective points at which they were 
aimed. First, they attack the reserves which are the foundation 
of banking stability; and secondly, they tend to make the whole 
banking edifice topheavy; so that it shall lose, in this two-fold 
way, that stability and strength which are indispensable to the 
right discharge of its functions. 

Quitting these dangers which have threatened that edifice from 
without, we pass next to another class of perils which threat- 
en its integrity from within. The panic of September, 1873, 
brought into a clear light a number of these dangers, but it is to 
be feared that the lessons suggested by that disaster have been 
too much forgotten. In the report of the Clearing-House Associa- 
tion, which we gave in full in our last volume, pp. 425 to 437, an 
exhaustive diagnosis will be found of the chief banking maladies 
which brought on the financial convulsion. We need not discuss 
them here in detail. The chief point on which the Committee 
insisted was, that an unwieldy mass of deposits had been attracted 
into the New York Clearing-House banks. When the panic of 
1873 began the sixty banks of that association held deposits to 
the amount of 200 millions of dollars. One-fourth of this sum 
was held in three institutions, all of which pay interest to their 
country depositors. Adding to these three banks nine others, it 
appears that their aggregate deposits were one hundred millions. 
Thus a dozen institutions held one-half of the aggregate deposits, 
while the other half were distributed among the remaining forty- 
eight banks, whose capital and reserve greatly exceeded the pro- 
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portionate capital and reserve of the twelve banks referred to. It 
was this unwieldy distribution of the deposits in a few banks ;— 
and in banks too, that had not their proper proportion of reserve 
to meet a run—it was this that constituted one of the formidable 
perils of the Jay Cooke panic. 

How the danger was met is told by the Committee. “The 
banks which found themselves in this’ dilemma had no alternative 
but to ask the assistance of their associates, and the conflagration 
was so rapid and violent that every consideration of sympathy, self- 
preservation and public spirit compelled the metropolitan banks to 
a unanimous and earnest co-operation. ‘The majority that had for 
years conducted their business upon sound principles, and had 
patiently submitted to the loss of old accounts, drawn from 
them to their associates by the payment of interest on deposits 
and by other expedients, against which they had often pro- 
tested, instantly responded to the call by placing their resources 
at command of those who had done so much toward producing 
the calamity. Making common cause, the weak with the strong, 
to avert a universal catastrophe, they “pooled” their greenbacks 
and issued certificates as in November, 1860. By this expedient 
the stronger banks placed themselves under the unequal burthen. 
They equalized the pressure by gathering in their resources and 
placing them at the disposal of the weaker banks, which were 
thus furnished with means to meet the demands of their depos- 
itors and to save themselves from disaster and ruin. Meanwhile 
the public confidence in the banks had become so much impaired 
that the legal-tender reserve was reduced from thirty-four millions 
on the z2oth September, to five millions eight hundred thousand 
on the 14th October. Thus the drain amounted to twenty-nine 
millions, which is an aggregate of ready money never before paid 
out in the same time. Interior banks, whose ready means in 
hand had always been nominal, as their resources consisted chiefly 
of credits upon the books of interest-paying banks in the central 
cities, were under the necessity of calling back their deposits in 
greenbacks, and to these drafts of interior banks the associated 
banks were asked to respond,” as well as to the demands of the 
timid dealers and the panic-struck public at home. 


To this bold, prompt action on the part of the strong banks in 
the Clearing House in defense of their weaker brethren it was 
due that the crisis abated so soon, and it is difficult to see what 
other remedy could have been devised equally capable of averting 
the disaster. Here, we have another illustration of the tendency of 
modern finance to organize great masses of capital and powerful 
institutions of credit into one body—every member being depend- 
ent one upon another. ‘This is seen not only in times of peril but 
in those trusts and functions, which the operations of the Clear- 
ing House daily impose, so that the entire body inevitably suffers 
from the errors and indiscretions of a single member. No bank 
can have any moral right to conduct its affairs with the pub- 
lic, in defiance of the general principles of its associates, or to 
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introduce private terms of dealing with its customers, in defiance or 
in conflict with the best interests of all. Bank officers. have no 
right to be sordid competitors for patronage or mechanical 
laborers for dividends. They are servants of the public. They 
have duties to their stockholders it is true; but they are also in a 
more important sense trustees for the whole community. They are 
public administrators of great interests, which forbid the least de- 
parture from the honorable, broad principles that long experience 
has established. 

During the panic of 1873 assistance was given to the weaker 
banks, as above described, in accordance with the precedent of the 
crisis in November, 1860, which was attended with equal success. 
A full report of the assistance given to the various banks in each 
of these crises has been prepared; but for obvious reasons it can 
not at present be made public. There was this farther analogy 
between the action of the Clearing House in 1860 and in 1873. 
In both panics the aid extended to the weaker banks was given 
on certain understood conditions. But there was this difference. 
In one case these conditions were promptly reduced to writing 
and published during the pressure of tke panic; while in the other 
case the conditions were left for future elaboration by a Commit- 
tee, after the pressure of the panic should have passed away. In 
1860, at the meeting in November the conditions on which the 
weaker banks were allowed to participate in the benefits of being 
sustained by the superior reserves and credit of the stronger ones 
were expressed in the following resolution, which required each 
bank to increase its cash reserve to twenty-five per cent., on pain 
of expulsion: 


“ Resolved, That after the 1st of February, 1861, every bank in 
the Clearing-House Association shall have on hand, at all times, 
in specie, an amount egual to one-fourth of its net liabilities, and 
any bank whose specie shall fall below that proportion shall not 
make loans or discounts until their position is re-established; and 
we, as members of the Clearing-House Association, agree that we 
will not continue to exchange with any bank which shall show 
by its two successive weekly statements that it has violated this 
agreement.” 


This salutary rule of holding twenty-five per cent. of lawful 
money reserve has been kept in force and was never violated 
until last year. The fact of this long, steady persistence, is the 
best proof that can be adduced of the soundness of the principles 
on which this agreement of 1860 was based. A different plan 
was adopted in 1873. ‘The Clearing House, at its meetings of 
zoth and 24th September, shrunk from the task of imposing any 
conditions upon the banks, as had been done in 1860 and at- 
tempted in 1858. It was believed, however, that the weaker 
banks would not refuse to ratify the reforms which might be 
agreed upon by the Clearing-House Committee. That committee 
did not report until November 11th, when the panic had passed 
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away. An unexpected opposition was developed to the reforms 
which the committee proposed to inaugurate. Their Report was 
referred to another committee, and nothing further has since been 
done. Much unwise recrimination has been indulged in, and some 
members of the Clearing House could see, in the proposed re- 
forms, nothing but the breaking up of the Clearing-House Asso- 
ciation. Others, again, deemed these changes wholesome, timely, 
and absolutely essential to strengthen the banks, so as to avert 
panics in the future or to resist them successfully. 


With these mutual charges and recriminations we have nothing 
to do. Their interest with the public consists in their power for 
the weakening and disintegration of our Clearing-House Associa- 
tion, and in ‘the fear that. when another panic comes there will 
not be the same harmony, the same compactness of union, the 
same disposition on the part of the strong banks to help those 
which are weaker and worse managed. This is one of the most 
formidable perils of the future. Our city banks must now rely 
more on themselves, and less on the Clearing House, if they 
would tide over any future panic. We do not insist on this point 
because we see any reasom to expect a return of the panic next 
fall. But monetary panics would lose their chief dangers if they 
never came unexpected. One great function of a banking system 
is to help the community to meet unexpected panics. Our Clear- 
ing-House banks must, therefore, prepare themselves for a more 
rigid scrutiny than heretofore. The public will look more closely 
after the reserves and the general management of the banks in 
consequence of the Clearing-House disagreement consequent on 
the events to which we have referred. 

Several theories have been suggested as to the causes of this 
want of harmony, and of the failure of the latest project of Clear- 
ing-House reform. In the absence of any report from the second 
committee we have nothing official to oppose to these unauthor- 
ized theories. One of them declares that the first Committee of 
Nine did not succeed because it did not “strike while the iron 
was hot.” It waited till the panic was over, and then it 
attempted too much. It should have acted more promptly, and 
should have been content with completing what was proposed in 
1858. On that occasion the following resolution was approved by 
nearly every bank in the Clearing House. It was voted for by 
forty banks, approved in part by three banks, and opposed by a 
minority of only three of the forty-six banks composing the Clear- 
ing House. There is no doubt that a similar rule could have 
been passed unanimously last September if the Committee would 
have been content to have rested there, and to have proposed 
nothing further. The Resolution of 1858 was as follows: 

“The banks in the City of New York, composing the Clearing- 
House Association, do hereby agree not to allow interest on de- 
posits or balances of any kind, either directly or indirectly, pro- 
vided all the banks composing such association shall concur in 
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this agreement. This obligation may be annulled only by a vote 
of two-thirds of the banks hereunto subscribing, at a meeting 
specially convened for that purpose, in pursuance of a written 
notice. And they further agree, that they will not hereafter vote 
for the admission of any bank to the New York Clearing-House 
Association until such bank shall have become bound by this 
agreement.” 


Now it is contended that if the Committee in 1873 had not 
been so heavily burdened with other work, and had had time to 
elaborate and adapt the foregoing resolution, and had proposed 
it at the outset of the Clearing-House action for the relief of the 
panic, that it would not have called forth a single dissentient 
voice, and its adoption by a unanimous vote which could not be 
easily revoked would have brought with it in the future all the 
other restrictions of which the conservative party were desirous. 
This policy would also have closed the door to the argument that 
part of the banks wished to place dictatorial powers in the Clear- 
ing House, alien to its functions and fatal to its permanent pros- 
perity. 

If our readers will take the trouble to refer to our reports on 
pages 425 and sgo of our last volume, they will see what the 
committee actually did propose, and how the project terminated. 
Essentially, the reforms contemplated by the committee are 
nearly all implied in the simple resolution given above. Hence 
it might seem the part of prudence to have been content with 
adopting that simple rule of 1858, and to have left subordinate 
reforms to take care of themselves. 


Another party contend that the six new rules and the Re- 
formed Constitution proposed by the committee and rejected by 
the Clearing-House Association are all so bound up with each 
other as to form a compact arch, the removal of one stone 
involving the ruin of the whole. We believe the majority of the 
Clearing House were and are in favor of compromise. And it 
has been hoped that the second committee will be able to restore 
concord and harmonize dissentient opinions. This committee, 
who now have charge of the report, consist of the following ten 
bank officers: Messrs. Kitchen, Park Bank; Vail, Bank of Com- 
merce; Hayes, Union Bank; Berry, Tradesmen’s Bank; Duer, 
Bank of the State of New York; Castree, Irving Bank; Buell, 
Importers and Traders’ Bank; Chandler, Mechanics’ Bank; Jordan, 
Third National Bank; Schreiner, German-American Bank. To 
these gentlemen the public look for such wise action as shall 
prevent future panics, or provide means for stopping them. On 
the committee it depends, to a large degree, whether proper steps 
shall be taken to strengthen the Clearing House, and co-ordinate 
the resources of the New York banks. If the committee fail in 
this duty, and mischief follow, they cannot hope to be held free 
of blame. 
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THE FRENCH INDEMNITY. 
By Dr. MARSLAND. 


With the exception of the vast operations of the United States 
Treasury during the civil war, no government achievement in fi- 
nance has commanded, for half a century, more public attention on 
both sides of the Atlantic than the payment of the indemnity of 
five milliards by France. Never in modern times, has so heavy a 
forfeit been imposed on a beaten enemy. The four months cam- 
paign, which ended at Sedan, is computed to have cost the French, 
in one way or another, an outlay of $2,000,000,000 or ten mil- 
liards of francs. In 1815, after the battle of Waterloo, the indem- 
nity exacted of France amounted to no more than 700 millions of 
francs. Adding the other expenses, the amount of the whole 
scarcely exceeded 1,100 millions of francs, including the pay of 
the army of occupation and incidental disbursements, with the in- 
terest on advances. At that time five years were allowed for 
the total payments, and at the end of three years the territory of 
France was evacuated, although 265 millions of francs were then 
due. For this unpaid balance easy terms of liquidation were 
granted, one hundred millions of francs being accepted in rentes 
and one hundred and sixty-five millions in notes payable from 
month to month, and guaranteed by Messrs. Baring and Hope, the 
bankers who conducted that negotiation. 

The recent German negotiation was attended by no such 
leniency. It was rigidly adjusted by cash payment. No credit 
was granted for any part of the five milliards. The whole sum 
due to Germany, which amounted to 1,000 millions of dollars, with 
interest and expenses, had to be paid in coin or its equivalent be- 
fore the last Prussian was suffered to quit the soil of France. As 
we have said, the payments to Germany amounted to more than 
the simple sum stipulated in the treaty. Besides the principal of 
five milliards of indemnity agreed on, further sums had to be paid 
for the support of the army of occupation. Counting, moreover, 
the contributions levied by the’ Germans on various French de- 
partments during the war, and the 200 millions of francs from the 
City of Paris, the aggregate would be one milliard more to be paid 
in coin; except, indeed, that 325 millions were allowed by the 
Prussians in purchase of the railroads of Alsace and Lorraine. 
We must except also the 100 millions of notes of the BANK oF 
FRANCE, which the Prussians consented to take in place of an 
equal amount of gold. Deducting these items the total payments 
of gold and silver, which passed between the two countries were 
five and a-half milliards, or 1,100 millions of dollars. This large 
sum of coin or its equivalent, had to be paid by France within 


the short space of two years. 
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Prince Bismarck is said to have recently expressed surprise that 
France was able to pay this stupendous fine so promptly and with 
so little apparent exhaustion. There was good reason for the 
Chancellor’s surprise. 


We had no precedent to show us beforehand whether the bank- 
ing machinery of Europe was elastic enough to bear such an 
addition to the general operations of European finance. Two re- 
sults were freely predicted. It was thought that France would be 
drained of all her specie, which was expected to flow to Germany 
and stay there. In anticipation of this the German Government 
decided to adopt a new imperial coinage, and the mints were 
long kept in constant operation coining the new pieces. Secondly, 
it was supposed that the Bank or ENGLAND might be able to 
intercept and retain a part of the coin which, in large masses, was 
expected to be set in motion from France and other countries 
towards Germany, in consequence of these unprecedented opera- 
tions in specie. Hence, in England a lively discussion sprang up 
as to whether it might not be well, on many accounts, that the 
BANK OF ENGLAND should take advantage of the opportunity, and 
raise the level of her coin reserve to 25 or 30 millions sterling. 
Such an increase of the reserve has long been agitated. Every 
year it is more necessary because of the rapid growth of the de- 
posits of the banks in London, which rely almost wholly on the 
BANK OF ENGLAND for their coin reserves. Estimating the aggre- 
gate deposits at 150 millions sterling, it is evident that a reserve 
of 30 millions would be but 20 per cent. This will appear by no 
means an excessive percentage of reserve when we remember that 
the BANK oF ENGLAND is now the only centre for the clearing of 
the operations of European commerce, and holds the only stock 
of coin available for the purpose of carrying on these stupendous 
payments. The bank, however, is a private corporation, and 
whether it is bound to hold, at its own cost, so large an 
extra reserve is questioned. The other banks which partake of 
the benefits of this reserve should, in equity, bear a part of the 
expense. Such is the argument. Meanwhile, little has been done 
to. replenish the coin reserves, and the whole question will, per- 
haps, be investigated at an early day by a royal commission or a 
Parliamentary committee. 


In a practical form, this question did not present itself for solu- 
tion by the bank authorities, and this for the simple reason that 
France was not drained of much specie, but was enabled, in some 
other way, to pay all she owed to Germany. The methods by 
which this payment was accomplished are well worthy of a closer 
analysis than they have yet received, either here or in Europe. 
Three different theories have been invoked to explain the ease 
with which these payments seem to have been made. First, we 
are told that France held ten milliards or thereabouts of foreign se- 
curities, part of which were dislodged from French hands and their 
place taken by the new rentes. This theory was first started in 
this country. It owed its origin to the fact that some bonds 
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American railroads, known to have been held in France, were 
found, in considerable amounts, offering themselves for sale in 
England and here. This fact suggested inquiry, which was re- 
warded by the discovery that France was exporting. securities, as 
well as goods, to a large amount, so that the balance of exchanges 
was in her favor and she was actually importing gold during the 
whole period over which the indemnity payments extended. 

Another view was advanced by the London Economist. This 
theory assumes that the French people paid these six milliards out 
of their surplus earnings, but makes no attempt to explain how it 
came about that the international exchanges were not deranged, 
nor the currents of the precious metals more perturbed; which 
are the chief points that needed clearing up. 

A third explanation was given by M. Victor Bonnet in the Revue 
des deux Mondes. He showed that the annual income of France 
is 18 or 20 milliards, which allows 500 francs for each inhabitant, 
On this estimate the six milliards of indemnity dislodged one-third 
as much as the gross annual income of France. But this stu- 
pendous sum was not carried off in cash. The Germans took it 
away in the shape of bills, which were liquidated by means of 
foreign credits. Securities were sent to England and other foreign 
markets, while France supplied the vacuum thus caused in her 
own investment market by substituting new rentes created for the 
purpose. These new rentes imposed future burdens on the 
French Government, but relieved them from present embarrass- 
ment, and cost them nothing except the annual interest. The 
yearly burden of interest imposed by the whole debt, as it stands 
to-day, represents but five per cent. of the annual income of 
France, and ten per cent. of that income will cover the whole 
expenses of administration, including interest, sinking fund, army 
and navy, with all other government disbursements of every kind. 
France is thus better off now than England was in 1815, says M. 
Bonnet, “for the British debt at that time imposed a burden of 
nine per cent. of the annual revenue of the people, and the whole 
budget cost them 18 per cent.” As these burdens did not hinder 
the English people from presenting a bold front to their difficulties, 
from paying off part of their debt, and developing their prosperity 
to the magnificent proportions of to-day; so, this writer argues, 
France may hope to do the same, with even more ease. 

It will be observed that there is a perfect harmony between 
these three hypotheses. They are quite compatible and resemble 
each other as three views of the same object from different 
points. The first theory which examines the phenomena from 
the point of view of the exchanges, is extremely suggestive. No 
international transaction of such magnitude has ever taken place 
under the same conditions. When Mr. Goschen brings out the 
next edition of his admirable book on the Exchanges we hope he 
will devote a new.chapter to the analysis of the phenomena de- 
veloped here and in Europe, by the payment of the French in- 


demnity. 
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As to the second theory, which affirms that France paid the 
six milliards out of her savings since the war, it is not without a 
plausibility. For nobody who has traveled in France can be ig- 
norant that while she is rich in resources her people are extremely 
frugal. Sir Robert Peel, speaking in 1841 on this subject, with 
a French statesman, gave it as his opinion, that “in England 
there is one man in every five who spends all he gets; but that in 
France not one in forty does so, the other thirty-nine lay something 
by.” The diplomatist, struck by this remark, from so well-informed 
a source, determined, when he went back to France, that he would 
investigate this question for himself. He did so and found that 
it was true of the agricultural population, that it was untrue of 
the mechanics, and especially of such as earn high wages. As to 
the masses of the inhabitants, and more particularly throughout the 
farming districts, this gentleman reports that the spirit of economy 
controls the habits of the French people just as Sir Robert Peel 
had said. His statements are corroborated by a multitude of 
competent witnesses, whose evidence we need not at present dis- 
cuss. It may hereafter be found worthy of examination with a 
view to illustrate some other economic questions, which are com- 
manding attention here and in Europe. 

We next pass to the third hypothesis, which is that of M. 
Bonnet. He attributes the ease with which the indemnity has 
been paid to the prodigious development of the productive power 
of the French people. During the last twenty years the foreign 
commerce of France has tripled its volume. Favored by climate, 
soil and agricultural skill, that rich territory teems with abundance. 
Moreover, her marvelous skill in manufacture and industrial in- 
vention has opened to France many new markets all over the 
world. By the inventions of modern science, by her magnificent 
system of 7,700 miles of water communication and 9,000 miles of 
railroad, by her telegraphic, banking and other facilities, she has 
given to her productive powers such an accelerated energy that in 
all directions the eye of the traveler can discern tokens of extra- 
ordinary growth. The BANK or FRANCE does five or six times as 
much business now as in 1850. By the side of this great institu- 
tion, which provides monetary facilities for commerce and floating 
capital for industrial enterprise, there is, in France, an organized 
system of credit adapted to the wants of farmers. In this country 
we greatly need similar organizations to furnish capital to our 
Western agriculturists. Their cry for new banks indicates the want 
of capital. Sooner or later this need will create some adequate 
credit organization by which more capital may be placed within 
the reach of our country farmers, who need it for remunerative 
improvements and can give good security. Banks, however, are 
not so constituted as to meet this want of fixed capital for the 
improvement of farms. Our Western and Southern farmers who 
clamor for more banks should study the growth of the French 
system of agricultural finance. We can here do no more than 
just indicate that the Credit Foncier of France aims to supply to 
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agricultural progress facilities as to capital and credit, and that 
with improvements and modifications this system is capable of 
rendering to farmers similar aid to that which banks give to mer- 
chants, manufacturers, and moneyed men. France being more given 
to agriculture than England, has developed this side of her finan- 
cial machinery to much higher perfection than any other Euro- 
pean country. We know of no more promising field of distinction 
for our ambitious financial students than is presented in the French 
system of agricultural finance. By investigating the conditions on 
which it might be transplanted to the United States, our economic 
writers may do much to aid in the solution of certain financial 
problems, which are just now more pressing in this country than 
ever before. 


M. Bonnet has left out of his calculation several important ele- 
ments in the productive power of France. One of these we may 
mention. It is the use of steam engines, which are computed 
to add to the productive power of France the equivalent of the 
labor of 400 millions of men, or ten times the aggregate of its 
present population. -Without dwelling upon this point, however, or 
attempting to co-ordinate the relative value of the other industrial 
forces which have made France so rich in wealth, and so strong 
to bear financial burdens, we may say, in brief, that M. Bonnet 
computes the excess of the industrial earnings of the French 
people over their private expenditure, at three milliards, or 
$600,000,000 a year. ‘These savings had been invested to some 
extent in foreign securities; of which prior to the war the French 
people held, he says, ten milliards of one sort or other. How 
much of this foreign debt has been liquidated he does not at- 
tempt to discover. He also errs in relying too implicitly on the 
customs returns showing the gold exports from France to be so 
much smaller than the imports. But there is no doubt that what- 
ever other mistakes M. Bonnet may have made, he is quite right 
in believing that several milliards of foreign securities known to 
have been held in France, have played an important part in main- 
taining the equilibrium of the foreign exchanges, and in preserving 
the stability of the paper money, during the transmission of so 
vast an amount of capital from France to the coffers of Germany. 

Without dwelling however upon the suggestive and ingenious 
views of this writer, we pass next to the specific details of the 
various loans by the proceeds of which the indemnity was paid. 

Of these an interesting account has been prepared by M. AIl- 
phonse Courtois, a well-known statistician of Paris, It throws much 
light both on the financial aspects of the Franco-Prussian war, 
and on several important questions touching the comparative cost 
of the various wars in which France has been engaged during the 
last sixty years. ‘The French debt, like our own, consists of two 
separate parts—the floating debt, and the funded debt or renies, 
It is to the latter that M. Courtois has given attention. His table 
is subjoined : 
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LOANS OF THE FRENCH GOVERNMENT SINCE 1814. 
Aggregate Face Interest 
Denomi- annual Total cash value bonds on in- 
Date. Price. nation. interest. received, sold, vestm’ t, 
1816-17 . 57 26 . Fives. 6,000,000. 69,763,000. 120,000,000 . 8°73 
1817 - 5250 . ..-.  9,090,909- 95,454,540. 181,818,181 
1817 - 55 50 . .... 8,620,689. 95,689,055. 172,413,780 - 
0667); GhRO «cca 2,000,000. 25,800,000. 40,000,000 
1817 . 61 50 - .... 9,000,000. 110,700,000 —180,000,000 . 
1817-18 . 6760 . ... 1,288,402. 17,420,613. 25,768,040 - 
1818 . 6650 . .... 14,925,500- 198,509,150. 298,510,000 
1818 67 ©0o «+++ 12,313,433 - 165,000,000 246,268,660 
1821. 8555 - ----  9,585,220- 164,003,114. 191,704,400 . 
1823 - 89 55 -. -.-. 23,114,216. 413,980,985 . 462,290,320 . 
1830 . 102 07%. Fours. 3,134,950 - 80,000,005. 78,373,750 - 
1831 - 8400 ~ Fives. 7,142,858 - 120,000,014. 142,857,160 - 
1831 .10000 . .... 1,021,945 - 20,438,000. 20,438,900 . 
a 2 eee 7,614,213 - 150,000,000. 152,284,260 . 
1841 - 78 52%. Threes. 5,730,659 - 150,000,000. 191,021,966 .- 
Bq4 - S49S «sews 7,079,646 . 200,000,000 . 235,988,200 .- 
1837-45 - 100 00 . Fours 8,092,647 - 202,316,175 . 202,316,175 - 
8 = 1847 - 25 - ---- 2,560,413 - 64,450,878 - 85,647,100 - 
1848 - 60 - Fives. 1,828,387. 26,182,080. 36,567,740 - 
1848 - 25 - ---- 13,107,000. 197,260,350. 262,140,000 . 
1848 40 .- Threes. 15,694,360 . 233,228,653 - 523,145,333 - 
1848 . 60 . Fives. 19,620,808. 250,969,971 - 392,416,160 - 
1848 GD. is. sess 447,470 - 6,162,441 - 8,949,520 - 
1848 - oo - Threes. 11,869 - 178,035 - 395,033 - 
1848 . 83 - Fives. 6,817,349. 97,951,605. 136,346,972 - 
1854 - 50 - 4% = 4,550,040 - 93,541,085 - 101,125,333 - 
1854 - 25 -Threes. 7,159,590 - 155,721,085 . 238,653,000 - 
1855 - 00 . 4% 8,052,120. 164,621,120. 178,936,000 . 
1855 - 65 25 - Threes. 15,857,530 - 344,901,226. 528,584,333 - 
1855 - 9225 - 4% 4,389,760. 89,990,080. 97,550,222 - 
1855 - 25 ~ Threes. 31,099,740 . 689,409,352 - 1,056,058,000 - 
1857 - i & stuca 441,176. 10,169,107. 14,705,807 . 
1857 - Me = “ease 4,000,000 . 100,000,000 - 133,333,333 - 
1859 - 50 - 4% 573,710. 11,474,200. 12,749,111 . 
5 1859 - 90 00 .- Threes. 25,199,660. 508,193,678 - 839,988,006 - 
1857-61 . 69 10 .~* .... 7,042,315 - 182,947,678 . 264,743,833 - 
1862 49 - «--- 12,092,520. 268,C00,000 . 403,084,000 - 
1864 - 39 -  -ee- 14,249,339 -  314:910,392 - 474,977,995 - 
1868 . 69 25. ---- 19,514,315 - 450,450,720. 650,477,160 .- 
1870 . 6060 . .... 39,830,119 . 804,568,400 . 1,327,670,633 - 
1871 . 82 50 .. Fives 138,897,640 - 2,291,811,060 . 2,777,952,800 - 
1872 . 8450 . 207,026,310 - 3,498,744,039 - 4,140,5260,200 
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Total... < .....cs0c ---250+93J)315,733 13,104,950,039 17,020,375,516 

Up to 1872, as appears from the foregoing figures, which are 
taken from official records, the war with Germany had increased 
the funded debt of France by an aggregate of 8,246,149,633 
francs, or 1,649 millions of dollars. Of this sum, Germany re- 
ceived as above stated more than a thousand millions of dollars 
in cash; and the published statements, given to the Reichsrath, 
report the actual cost of the war at $ 278,000,000. 

On this showing the profit won by the Germans from the 
contest begun by Napoleon’s invasion of their territory in July, 
1870, has been computed at 800 millions of dollars in cash. ‘To 
this sum must be added the value of the annexed provinces of 
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Alsace and Lorraine, whose taxation contributed to the revenue of 
France 80 millions a year, while their real and personal estate has 
been estimated at 1,200 millions of dollars or two-thirds as much 
as the war added to the French debt. When the floating debt 
is completely funded, the aggregate of the public debt of France 
will probably reach 4,200 millions of dollars, involving an 
annual burden of 170 millions of dollars. Referring to the 
statistics given above we see that since 1814 the government 
loans have amounted to 17,629 millions of francs, on which the 
interest or annual rente is 737 million francs. At the fall of the 
first empire in 1814 the old rentes were 63,363,745 francs a year, 
so that the funded debt is 19,720,360,101 francs, or nearly 4,000 
millions of dollars, while its annual interest is 800 ,682,478 francs, 
or 160 millions of dollars a year. 


Another point on which M. Alphonse Courtois gives interesting 
information is, as to the fluctuations which the credit of France 
has sustained during her troubles. There is something wonderful 
in the elasticity with which the public credit has borne up under 
the pressure of loans of such unprecedented magnitude. Our two 
last Secretaries of the Treasury, whose funding loans are regarded 
as the most costly operations ever negotiated for this country in 
time of peace, may, perhaps, be surprised to learn from the last 
column of the foregoing table that the great French loans of 1870, 
1871, 1872, respectively, brought to the investors no more than 
4.95 per cent., 6.06 per cent., and 5.92 per cent. We may search 
the records of European finance in vain for an illustration equally 
striking of the amazing elasticity of modern credit. These loans 
also set in an impressive light the monetary growth of France du- 
ring the reign of Louis Napoleon. In the revolution of 1848 the 
Republic could not borrow except at much higher rates. Nay, 
if we look back to the peaceful times of the Restoration, we find 
that Louis XVIII was unable to raise the small loans which stand 
at the head of the previous page, without paying the extraordi- 
nary rate of seven or eight per cent. 


A curious and suggestive variety of opinions have been offered 
as to the causes of these fluctuations in the public credit, and of 
the extraordinary progress apparent since 1851, both in the 
financial strength, industrial stability, and productive power of 
France. Thomas Tooke, in his History of Prices, attributes it to the 
extension of the railroad net-work, and to the development of credit 
organizations, such as the BANK OF FRANCE, which is, and has 
been for a quarter of a century, superior in its management to 
almost any other bank in the world. Mr. Tooke also ascribes 
much of the improvement to the gold discoveries of 1848 and 
to that tidal wave of financial stimulation which has ever since 
poured itself over England, France, and Germany, as well as the 
rest of the commercial world. 


M. Chevalier and many other writers have further elaborated 
this theory; but some of them show, of late, a disposition to be- 
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lieve that France may by renewed efforts obtain a larger share of 
the benefits of this general extension of trade throughout the con- 
tinent of Europe. M. Desseilligny, the French Minister of Com- 
merce, goes further than this, and has lately prepared a report 
to show that France should be able to compete with England 
in the most distant markets. He gives elaborate tables of the ex- 
ports at different periods from France, England, Belgium, Italy, 
and Holland, to each of the five great divisions of the globe. 
Those from Germany, Switzerland, and Austria, are not included, 
both for other reasons and also because the returns published 
by those countries do not furnish bases for a comparison with the 
trade of France. The general results of French commerce the 
Minister admits to be satisfactory, as, after deducting corn, cer- 
tain articles of raw material, cotton, wool, and silk, re-exported 
after importation, the exports in 1873 showed an increase of 756 
millions compared with 1869. France, Italy, Belgium, and 
Holland, have their principal markets in Europe; while England, 
besides having a large share in the trade of the Continent, is not 
limited to this field, but extends her commercial relations on a 
very large scale to other parts of the world whither her neighbors 
only send an insignificant quantity of their productions. M. Des- 
seilligny admits that the commercial predominance of England out 
of Europe is due to her colonies and trading stations in Asia, 
Africa, and Oceanica, and also to her large mercantile navy, but he 
is desirous of conferring like advantages on France, by some arti- 
ficial means to be procured by legislative aid. 


The most important features of this report are its tables, which 
show that the exports of France amounted in 1865 to 3,088 millions, 
of which Europe received 2,304 millions, Asia 1334, Africa 245, 
America 45814, and Oceanica 7%; in 1872 the total reached 3,761 
millions, of which Europe took 2,682, Asia 25, Africa 228, Amer- 
ica 820, and Oceanica 6. With the exception of America, the 
trade to ports out of Europe had remained almost stationary or 
had declined, while that of England had increased with Europe 
from 1,589 millions to 2,680, with Africa from 254 to 357, with 
Asia from 714 to goo, with America, 1,228 to 2,084, and with 
Oceanica from 359 to 381. With respect to Holland, her trade 
with Oceanica increased in those seven years from 57 millions to 
73; that with Africa and America shows a very small increase, 
and that with Asia diminished by one-half; the exports of Italy 
to Africa rose from 7 millions to 28,.and with America from 45 
millions to 89. In view of these facts, the Minister asks whether 
France should remain a stranger to the trade of Africa, the ex- 
treme East, and Oceanica, to which her geographical situation 
seems to invite her, especially since the opening of the Suez Ca- 
nal. ‘To examine that question he proposes to appoint a commis- 
sion of competent men, before which would be placed all the docu- 
ments the Government has at its disposal. The report is counter- 
signed by the President for approval, and a commission of twelve 
members is appointed, comprising the names of M. Ozenne, of the 
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Ministry of Commerce; M. M. Passy and Bonnet, deputies ;. M. 
Leroy-Beaulieu, editor of the Zconomiste Francaise ; and other 
gentlemen of economic and statistical reputation, from whose labors 
we may expect an interesting practical analysis of the chief causes 
of the material progress of France in the past, as well as its pros- 
pects in the future. 


Mr. Edward Young, of the Bureau of Statistics at Washington, 
has given, from official data, a view of the commercial growth of 
France in his report just issued. The figures he has compiled 
show that the total foreign commerce of France has increased 20 
per cent. since 1869, the last year before the war. The details 
are subjoined : 


FOREIGN COMMERCE OF FRANCE, 1869 AND 1873. 


Imports, Exports, Total, Total in 

JSrancs. JSrancs. Jrancs. dollars. 
1869 -.. 3,150,000,000 ~.. 3,075,000,000 .. 6,228,000,000 1,245,000,000 
1873 .. 3,600,178,000 .. 3,926,895,000 .. 7,527,073,000 .-, 1,505,414,600 


Increase. 447,178,000 .. 851,895,000 -.. 1,299,073,000 .. 259,814,600 


From these figures the re-exports of the “transit trade” have to 
be deducted, in order to get a correct account of the imports for 
consumption. We also deduct the grain movements, the fluctua- 
tions of which depend on the seasons and on other circumstances 
not connected with industrial or commercial prosperity. The fol- 
lowing table represents these deductions: 

—lmports, ———_———~ Exports. 
P 1873. 1869. 1873. 1869. 
Cereals ...... 206,000,000 .. — 56,000,000 158,000,000 .. 69,000,000 
Cottons ....-. 75,000,000 .. 75,000,000 75,000,000 .. 75,000,000 
Woolens 95,000,000 .. 44,000,000 93,000,000 . 44,000,000 
Silks ........ 114,000,000 .. 156,000,000 114,000,000 .. 156,000,000 


Total -.. 490,000,000 .. 331,000,000 .. 440,000,000 -.. 344,000,000 


When we have thus made the deduction we shall find the real 
industrial development of France, as represented by her foreign 
exports of produce and by her imports for consumption, as follows: 


ActTuAL GRowTH OF FRENCH COMMERCE. 

Imports, Exports, Total, Total in 

Srancs. Srancs. Srancs. . dollars. 
1873 .. 3,110,000,000 -.. 3,487,000,000 6,599,000,000  .. 1,319,800,000 
1869 .. 2,822,000,000 2,731,000,000 5,553,000,000 .. 1,110,600,000 


Increase. 288,000,000 .. 756,000,000 6,046,000,000 .. 209,200,000 


It thus appears that since the war an increase of nearly 20 per 
cent. has been made in the foreign commerce of France, notwith- 
standing the loss of Alsace and Lorraine. The total increase 
has been 1,046 millions of francs, or $ 209,200,000, of which 
$ 151,400,000 are exports, and $57,600,000 are imports. The 
principal articles of import in which the increase is exhibited are 
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either machinery or raw materials for manufacture. Thus we find 
cotton yarn and piece goods 34 million francs; pit coal 36 million 
francs; raw hides, 29 millions; table fruits, 22 millions; metals, 30 
millions; machinery and mechanical appliances, 12 millions. As 
to the exports, the excess is largely distributed among the com- 
modities on which labor is profitably employed. Thus cotton 
yarn and piece goods amount to 84 million francs; silks, 74 mil- 
lions; metal goods, 62 millions; leather manufactures, 31 millions; 
pottery and glassware, 26 millions; refined sugar, 43 millions; 
native sugar, 33 millions. To show the development in the 
export trade of France since 1865, Mr. Young gives the following 
table: 


ToraL ForeicN Exports OF FRANCE, 1865 TO 1872. 


1865. 
Burepe |... ....<<.. 2,3603,461,000 
BONS oe iacknee dimes 13,769,000 
rn 245,065,000 
America 458,598,000 
OMESNICS, <2 .5..25.05 7,482,000 


1869. 1872. 
2,304,301,000 2,682,175,000 
25,964,000 25,282,000 
217,172,000 228,059,000 
522,829,000 820,257,000 
4,014,000 5,820,000 


: ne 


3,088,375,000 et 3,074,940,000 ..  3,761,623,000 


As to the growth of the domestic trade of France, since the 
war, there are no statistical data to form the basis of comparison, 
but that it must have been almost if not quite commensurate 
with the expansion of the foreign commerce is proved both by 
_the ease with which the new taxation has been borne, and by 
other circumstances. Of France, therefore, we may: say, as Ma- 
caulay said of England, that those “who predicted so confidently 
that the nation must sink and its energies be borné down by the 
weight of the public burdens, were beyond all doubt under a two- 
fold mistake. They greatly overrated the pressure of the bur- 
den; they greatly underrated the strength by which the burden 
was to be borne! 


Some intelligent illustrations of this progress have lately been 
published by M. Bailleux-de Marisy, who compares the disasters 
of 1870 with those of 1848. The latter, he says, were infinitely 
less than the former in their financial magnitude and pressure. 
How comes it then that while France required two years and 
more to react from the shock of 1848, she recovered in a few 
months from the shock of 1870 and 1871? ‘This question 
M. de Marisy answers by laying before us the schedule of the 
securities dealt in at the Bourse of Paris. For 1848 the list is 
very small, comprising few securities worth noting, except the 
rentes, the shares of the BANK oF FRANCE, the obligations of the 
City of Paris, and a few French railroad securities. In 1870 the 
official list of the Bourse is found extending itself to the magnifi- 
cent proportions ‘of four pages in quarto. It comprehends not 
only the various classes of securities of all the great lines of 
French railroad, and of a multitude of industrial corporations all 
over the world, but it adds to these the government securities of 
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Austria, Russia, Italy, Egypt, Spain, Portugal, and the United 
States. In 1848 no foreign railway securities whatever were sold 
at the Bourse. In 1870 scarcely a single European railroad was 
not represented in the regular dealings. So wide are the ramifica- 
tions of French finance that, of the 6,773 millions of francs of 
capital which the European railroads had cost, one third, or 2,300 
millions, was held in France. 


“These eloquent figures tell the whole story,” says M. de Ma- 
risy; “France was prodigiously richer in 1870 than in 1848, and 
she had an organized system of finance which enabled her to 
shake off the effects of her disasters, and to make these very dis- 
asters the germs of future progress.” 


Without pursuing the argument further, it is easy to see that all 
these facts converge towards one point. They ascribe the recu- 
perative strength which France has exhibited under the pressure of 
her recent political and financial troubles to the development of her 
financial and industrial organization. Now it is as true in finance 
as in physiology, that the higher the scale of organization the 
quicker are the recuperative processes. That France recovered in 
1870 more swiftly than in 1848 is an illustration of this great prin- 
ciple. But such a high organization of industrial and financial life 
has its compensatory disadvantages. A few days put every rail- 
road centre of France into the hands of the German invader, and 
the whole country lay prostrate and helpless at his feet. What 
new complications might have been developed had not the terms of 
indemnity been accepted, we cannot tell; nor is it necessary to 
inquire whether any efforts and any sacrifices on the part of the 
French could have rid them of the Germans, except Russia or 
Austria, or some other ally, could have been induced to attack the 
Germans in the rear. What is certain is, that if the exquisitely 
developed financial system of France conferred on her an amazing 
power of swift recovery from the ravages of the enemy, the same 
system made her more sensitive to those ravages, more vulner- 
able in war, and more easily paralyzed by the invasion of a 
hostile army. Among the forces with which modern civilization 
is modifying the art of war a place must be given to those 
financial forces to which we have referred, and which are 
perhaps destined hereafter to make war impossible and to bind all 
the nations together in the everlasting bonds of mutual commerce 
and perpetual peace. 

It has been a matter of surprise in this country that the pressure 
of the taxes and of the debt have never elicited from the French 
people the faintest whisper of repudiation. “‘ Why,” it has been asked 
in England and in this country, “why should we not apply a 
sponge to the public obligations, or get rid of the burden at one 
stroke.” Such a question, so far as we know, has never once been 
asked in France. The Napoleonic principle of popularizing the 
loans of the Government rendered repudiation impossible. Ever 
since the early loans of the second Empire, the numbers of the 
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proprietors of rentes have so rapidly increased that the debt of 
France was held in January 1, 1867, by 1,095,683 persons, who 
averaged $2,000 each. A notable contrast is offered by the cen- 
tralization in few hands of the National debt of Great Britain. Its 
aggregate of 3,850 millions of dollars was held in 1865 by 
only 126,331 persons, giving a share of more than $ 30,000 to 
each holder. Five years previously the National debt of Great 
Britain was held by 268,242 persons, of whom 94,560 received 
not over $25 a year; 43,845 received from $25 to $50; 86,808 
from $50 to $250; 22,516 from $250 to $500; 12,787 from 

500 to $1,000; 3,646, $1,000 to $1,500; 2,417 $1,500 to 

2,500; 1,091, $2,500 to $5,000; 361, $5,000 to $10,000; and 
210 holders received over $10,000 each. As to the public debt 
of the United States it is uncertain how many persons hold the 
bonds, or how their number varies from year to year. Our govern- 
ment securities are to a large extent coupon bonds, transferable 
by simple delivery. The French have no bonds of this descrip- 
tion, their rentes bearing more resemblance to our registered bonds. 
Every holder, of rentes has his name inscribed in the Grand 
Livre of the public debt so that their number is always known. 
No official report has been made since the indemnity loans, and 
a great part of the new rentes has been held abroad. These se- 
curities are gradually returning to France, and the number of pub- 
lic creditors is probably very little below two millions. 


This increase in the number of French proprietors of rentes is 
the more probable from two circumstances: First, the report of the 
French Savings banks has just been issued, and affords evidence 
that the depositors are drawing their money from Savings institu- 
tions to put it into rentes. This movement, with others of a simi- 
lar character, accounts for the increased number of small holders, 
which had previously been suspected and is now proved Secondly, 
it is well known that there is among the French people of mode- 
rate means a sort of mania for two kinds of property, which are 
believed to confer more dignity and honor than deposits in 
Savings banks and other humble investments. “The two favored 
classes of property are the family homestead, and secondly the 
entes. To have their names in the Grand Livre is an honorable dis- 
tinction which patriotism and public necessity have combined to 
extend among all classes of the people. ‘There are in France nine 
millions of families; of which one million before the war were in 
easy circumstances, and three millions were inhabitants of towns. In 
England the town population has risen since 1720 from one-fourth 
ta four-fifths. In France it is about two-fifths of the whole popu- 
lation, which approaches the proportion of the United States. 


Real estate in France is more evenly distributed than here. 
Statistics show that there are six millions of houses in France, 
most of them being freeholds cultivated by their owners. We 
mention these suggestive facts to prove the wide diffusion of 
wealth among the French people, and to illustrate some of those 
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great moral forces which have sustained the credit of the French 
rentes, and still protect that credit against the cry of repudia- 
tion. In another article we propose to show the relation of the 
indemnity payments—first, to the BANK OF FRaNcE, which has so 
admirably disbursed them ;* and, secondly, to the Treasury of the 
German Empire, which, in receiving these vast sums, has been so 
judiciously managed as to avert all serious disturbance of the 
European Exchanges. 


THE TREASURY CRISIS. 


The President has begun the work of restoring the country to 
its normal integrity. In the steps which he has taken he is 
cordially supported by the majority of intelligent people, and by 
the overwhelming weight of the monetary interests of the nation. 
There may be an adverse majority in some parts of the West; 
- but it is nowhere composed of the reflective and well-informed 
classes. ‘There are many members of Congress who stand in op- 
position to the principles announced by the President in his veto 
message of April z2d, and in his conversation with Senator 
JONEs (see page 30); but we have yet to see the first evidence 
that a single one of these has ever been a student of political 
economy, or is well read enough in financial history to quote 
its best lessons, or to illustrate, even at second hand, the sim- 
plest elementary principles of monetary science. ‘Their highest 
conception of it seems to be that it is nothing more than a 
headlong steeple chase of experiments. 

The President has not occupied any obscure or doubtful posi- 
tion on this subject. He has not acted hastily. He has waited 
patiently for Congress to take the initiative. In his annual mes- 
sage of December, 18459, he said in reference to irredeemable 
currency : 


“Tt is an evil which I hope will receive your most earnest at- 
tention. It is a duty, and one of the highest duties of the gov- 
ernment to secure to the citizen a medium of exchange of fixed, 
unvarying value. ‘This implies a return to ‘a specie basis, and no’ 
substitute for it can be devised. // should be commenced now. 

I earnestly recommend to you such legislation as will ensure a 
gradual return to specie payments, and put an immediate stop to 
fluctuations in the value of currency.” 

In his veto message of April last, he said of the bill which 
proposed an increase of the paper currency : 

“The theory in my belief is a departure from the true prin- 
ciple of finance, National interest, National obligation to creditors, 
Congressional promises, party pledges by both political parties, and 
of the personal views and promises made by me in every annual 
message sent to Congress and in each inaugural address.” 
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Could words be plainer than these? It is only after repeated 
exhortations and warnings continued through six years, that the 
President, finding it impossible to move Congress to the work, 
puts his own hand to it, and tells that impracticable body what 
is to be done. His plan is brief. It is wisely indicated in gene- 
ral terms which will admit of modifications : , 


First. That the legal-tender clause be repealed, the repeal to 
take effect on the first day of July, 1875. 

Second, That the legal-tender notes shall be redeemed in specie 
on and after the 1st day of July, 1876. 

Third. That after the first day of July, 1876, all taxes shail be 
paid in gold, or in United States notes, 7. ¢., in the legal-tender 
notes so long as these shall continue to circulate. 

Fourth, This would force redemption on the National banks. 


“With measures like these,” the President concludes, “ or measures 
which would work out such results, I see no danger in author- 
izing free banking without limits.” 

A supplementary part of his plan, not connected with the act 
of resumption, proposes to restrict the issues of paper money to 
denominations not lower than twenty dollars. 


The time set for the adjournment of Congress (June 22) allowed 
but eighteen days for the consideration of any new plan; and it 
was apparent that the main subject would be thrown over to the 
next session. There was no reason, however, why the first propo- 
sition of the President should not have been adopted—to repeal 
the legal-tender clause, the repeal to take effect on the first day of 
July, 1875—no other reason than this, that it would mean some- 
thing. ‘The country has substantial cause to complain; we are 
now at the end of another session of Congress, which has extended 
through seven months, and not the most immaterial step is taken 
to relieve it from the embarrassments which weigh down all its 
industries, and sink it in the slough of demoralization. But does 
the President’s plan necessarily fall dead? We are disposed to 
think not. The nature of the case is such that a certain process 
will be going on in the popular mind which may prove scarcely 
less effective than the enactment of a positive law. The Presi- 
dent has named the first of July, 1876, as the day on which he 
“would like to see” the redemption of the legal tenders begun. 
What that means we may infer from what he has done already. 
He has killed all inflation schemes in Congress, and his veto 
awaits any bill that does not embody the principles set forth in 
the two documents to which we have referred. The proverb, “A 
thing begun is half done,” will doubtless be exemplified in. this 
case. Contracts made after the present date with conditions run- 
ning beyond two years will have the gold clause inserted; or, 
whether the conditions extend to that time or not, they will be 
modified by the correspondence of price with the specie medium; 
and thus there will be a gradual process of conformity going on, 
which will promote the ultimate end. The President himself is 
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alive to this point. He observes that, “instead of calling the 
paper dollar a dollar, and quoting gold at so much premium, we 
should think and speak of paper as at so much discount ; and this 
alone will aid greatly in bringing the two currencies nearer to- 
gether at par.” 


The President’s plan of resumption, looked at on its best side, 
that is, with the contingencies to which it is liable working in its 
favor, might probably bring us so near to the desideratum of 
specie payments, as to expose broadly the real errors in our system 
which must be removed before we can reach it. It looks to us 
like a very bold military diversion. He may suppose it to be 
quite possible by the sale of bonds to accumulate the amount of 
gold necessary to redeem the whole amount of government cur- 
rency on the first of July, 1876. Let that be grantec. The fol- 
lowing table will exhibit the state of the circulating medium then 
as compared with what it now is: 

‘ Circulation in 1874. Circulation in 1876. 
United States legal-tender notes. ..$ 382,076,777. -- None. 
United States fractional notes 46,538,650 None. 


National bank notes...-.-.---..-.. 348,350,949 cs $ 348,350,949 
Speci None. -- 428,615,427 


$ 776,966,376 -. $ 776,966,376 


This represents, we imagine, what the President supposes may 


be the result of his plan. It is merely the substitution of specie 
for the Government currency, the aggregate circulation remaining 
unchanged. We may admit at once that the condition under the 
head of 1876 is a specie-paying condition, free from all causes of 
financial embarrassment. Prices would be reduced to a normal 
range, and the effect would be equivalent to an increase of 
medium. But all depends on one contingency: Would the specie 
paid out in redemption of the Government currency take its place 
inthe circulation, or would it be hoarded? ‘The redemption of 
the Government currency would be de facto, a simple and ruinous 
contraction in the latter case. ‘The only possible event in which 
specie payments could be maintained would be that of the return 
of the specie to the Independent Treasury, and its repetition of 
service to pay the National interest and expenses. If it did not 
so return the Government would be made insolvent in one day. 
The Independent Treasury Aas but one function, that of hoarding. 
It is not a bank of deposit, to which the whole community would 
resort with its multitudinous rivulets of gold, as do bank dealers 
in ordinary times. It must be remembered that the process of 
redemption will be gradual; and as the specie (supposing it to 
remain in circulation) becomes a part of the necessary medium 
of commerce to fill the place of the Government paper withdrawn, 
it goes to the banks, not to the Independent Treasury. The In- 
dependent Treasury will get no replenishment from the duties on 
imports and taxes until the Government paper is redeemed to the 
last dollar; and after that redemption it must go into the market 
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and purchase gold to supply any deficiency that may arise from 
the decline of importations or the failure of internal revenue., In 
the meantime, the accretion of interest on our National debt goes 
on; likewise interest on our railroad debt to Europe; likewise the 
balance in commercial account and exchange for the expenses of 
our citizens traveling abroad, computed at not less than 50 million 
dollars a year. It does not need a prophet’s eye to’foresee that 
an extraordinary demand will press on the National treasury, which 
will be likely to prove, for the second time, the weakest part of 
our general financial system. But let us suppose that the Inde- 
pendent Treasury manages to weather the first crisis which it 
must inevitably encounter; it can maintain itself only by keeping 
up its hoard; and what then becomes of the commerce and 
industry of the country at large, with the medium contracted by 
the amount of that hoard, from 100 to 150 million dollars. 
Again, it needs no prophet’s eye to foresee a general bankruptcy 
in trade, and a recurrence of all the embarrassments under which 
we are now laboring. 

The hinge on which the plan of the President must manifestly 
turn is, whether the specie paid out in redemption of the National 
currency would remain in circulation, or be gathered up and 
hoarded. If the former, he would achieve a great success. We 
are not disposed to deny the possibility of such a result. This is 
the best view we can take of it. But it will be of infinite 
service if it does no more than demonstrate the fact that the Inde- 
pendent Treasury is an insurmountable obstacle to the support of 
specie payments in the United States under any plan whatever. 
If that monstrous incubus on the economy of the country could 
be wiped out of existence at the auspicious moment when the 
Government currency is redeemed, and banks in our principal 
cities substituted in its place as fiscal agents of the Government, 
to keep the specie of the country in a living circulation instead of 
being locked up in a dead hoard, the great task of the President 
might be accomplished. It is certain that such banks could be 
found, as trustworthy as the BANK or ENGLAND, which would 
accept such agency, subject to the condition of making every 
advance required to meet the maturing obligations of the Govern- 
ment, including interest on the National bonds, civil disbursements 
and current expenses. The general banking and commercial 
interests of the country would be strengthened by the accession to 
our, foreign exchange account, of the specie heretofore sequestered 
as dead weight in the Independent Treasury. 


There are other points of the President’s plan to which we may 
allude hereafter. 








BANKER’S MAGAZINE. 


SECRETARIES OF THE UNITED STATES TREASURY, 


FROM THE BEGINNING OF THE GOVERNMENT. 


Length 
of service. 
Years. Months. 
Sept. 11, 1789 = 5 5 
Fe. 3, 1795 - § 18 
Dec. 31, 1800 . 
May 14, 1801 . 12 
Feb. 9, 1814 - 
Oct. 6, 1814 .- 
Oct. 22, 1816 . 


Name. Residence. When appointed, 


Alexander Hamilton . .. New York 
Oliver Walcott Connecticut - .. 
Samuel Dexter Massachusetts. . 
Albert Gallatin Pennsylvania .. 
George W. Campbell . . Tennessee 
Alexander J. Dallas.... Pennsylvania .. 
William H. Crawford .. Georgia 


ima) mown 


Richard Rush 
Samuel D. Ingham .. 
Louis McLane 
William J. Duane 
Roger B. Taney 
Levi Woodbury 
Thomas Ewing 
Walter Forward 
John C. Spencer 
George M. Bibb 
Robert J. Walker 
William M. Meredith 
Thomas Corwin 
James Guthrie 
Howell Cobb 


jobn A. Diz... ...... 


Salmon P. Chase 
William P. Fessenden 
Hugh McCulloch 


George S. Boutwell.. . 
William S. Richardson . Massachusetts. . 
.. Kentucky 


Benjamin H. Bristow 


Pennsylvania .. 
- Pennsylvania .. 


Delaware 


Pennsylvania .. 


Maryland 


New Hampshire June 27, 


Pennsylvania .. 


New York 
Kentucky 


Mississippi -.- .. 
. Pennsylvania .. 


Ohio 
Kentucky 
Georgia 

. New York 


. Massachusetts. . 


March 7, 
March 6, 
Aug. 8, 

May 29, 
Sept. 23, 


March 5, 
Sept. 13, 
March 3, 
June t5, 
March 5, 
March 7, 
June 20, 


June 2, 


1825 . 
1829 . 
1831 .- 
1833 - 
£O43 . 
1834 . 
1841 . 
1841 . 
1843 - 
1844 . 
1845 - 
1849 - 
1850 . 
March.4, 1853 .- 
March 4, 1857 .- 
Jan. 11, 1861 . 
March 4, 1861 . 
June 30, 1864 . 
March 4, 1865 . 
Marchr1,1869 . 
Marchr7,1873 .- 
1874 . 


Ow OW NANOCUO Ff OM 


The City of New York has furnished but one Secretary of, the 
Treasury, ALEXANDER HAMILTON, since the organization of the 
department. He has been styled the father of American credit. 
He established the first bank of the United States. 

ALBERT GALLATIN, of Philadelphia, held the office longer than 
any other Secretary—about thirteen years, under two Presidents: 
JEFFERSON and Mapison. He was appointed Peace Commissioner 
to Ghent in 1814, and after his return to the United States, be- 
came a citizen of New York where he was -long a leading bank 
officer. 
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The Secretaryship of Mr. Datias was distinguished by the in- 
corporation, through his able advocacy, of the second bank of the 
United States, which, like the first, was the fiscal agent of the 
Government. Both alike performed all services required by the 
Treasury without charge. 

During the five years following March, 1829, thee were five 
Secretaries, two of whom occupied the office less than one year 
each. President Jackson removed three Secretaries in succession 
in the space of two years because they refused, on his order, to 
traitsfer the public deposits from the Bank of the United States 
to State banks. They believed the transfer to be illegal, and it 
was so voted by Congress; but it was finally effected by the 
President’s fourth appointment, RocerR B. Taney, who after re- 
maining in office long enough for that purpose, was himself trans- 
ferred to the Chief Justiceship of the Supreme Court as a reward 
for his subserviency. 

The next Secretary in succession was Levi Woopsury, of New 
Hampshire, under whose incumbency the charter of the second 
bank of the United States expired, and the application for its 
renewal, though passed by Congress, was defeated by the veto of 
the President. Mr. Wooppury’s term was further commemorated 
by the issue of the famous “specie circular,” prohibiting the re- 
ceipt of anything but gold and silver coin for sales of public 
lands, whereby the specie of the country was localized in distant 
places (it being before the building of railroads in the West), 
which precipitated, in 1837, the suspension of specie payments. 
In Mr. Wooppury’s term, the National debt was entirely extin- 
guished—the result of measures initiated by his predecessors. He 
had the repute of originating the Independent Treasury system of 
finance, which was no more, however, than a re-discovery at best, 
since it was practiced by the Lombards of Italy two or more 
centuries before his time. 

In the four years following Mr. Wooppury’s term there were 
four Secretaries, whose official existence was marked by no striking 
events. Under the auspices of Mr. Rospert J. WALKER, who was 
appointed in 1845, the Independent Treasury act was passed and 
went into operation in the early part of the following year. Of 
all financial blunders ever enacted by our Government, this has 
proved most injurious to every common interest of the people, 
and has been attended by the fewest compensating influences. It 
was the beginning of that sequestration of the most valuable part 
of our circulating medium, which has grown into a stubborn sys- 
tem of hoarding, and which now constitutes the most insurmount- 
able obstacle to scientific financial organization. 


Mr. Witu1AM M. MerepitH, of Philadelphia, who succeeded 
Mr. WALKER in 1849, was one of the ablest economists of his 
day. He proposed to Congress the repeal of the Independent 
Treasury law, and also of the Warehouse system, both of which 
he declared, in his official report of 1849-50, had proved preju- 
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dicial to the general interests of trade and labor. The death of 
President TayLor caused the resignation of all the cabinet officers, 
and Mr. MEREDITH was succeeded by Mr. Corwin, of Ohio, who 
exhibited few of the qualities of mastership in finance. 


Mr. JAMES GUTHRIE, of Kentucky, was Secretary from 1853 to 
1857, and did more to reform long-accumulating abuses than any 
other Secretary of late years. He instituted an examination into 
the custody of the public funds, and discovered the almost incred- 
ible fact that the sum of 132 million dollars was in the hands of 
Government officers, and most of it used to aid the persenal 
speculations of the holders! Custom-House Collectors and Post- 
masters were in continuous arrears for nine months or more after 
the money was paid into their hands.: He succeeded in recover- 
ing or securing all but about six million dollars, which amount 
was irretrievably lost. Mr. GuTHRIE was an uncompromising 
enemy to paper money, and in all his official reports enforced the 
policy of “the constitutional currency of gold and silver.” He 
reduced the treasury system to order and economy by civil-service 
examinations, the abolition of sinecures, and untiring vigilance 
over the disbursements. 


Howe i Coss, of Georgia, was the last of the Secretaries of 
the pro-slavery Government. When the rebellion was declared he 
abandoned his post, which was temporarily occupied by the Hon. 
Joun A. Dix, of New York. Mr. Satmon P. Cuase, of Ohio, 
was the first Secretary appointed by President Lincotn. He found 
the Treasury*empty, and the National credit little more than a 


name. 


THE NEW LAW TO PUNISH UTTERANCE OF FALSE NEWS. 
Passed May 11, 4874. 
GENERAL STATUTES OF THE STATE OF NEW YORK. 


CuHap. 440.—An Act to declare the publication and dissemination of false 
news acrime, and to provide for its punishment. 

SECTION 1. Every person who shall knowingly circulate false intelligence 
with the intent of depreciating or advancing the market price of the public 
funds of the United States, or of any State or Territory thereof, or of any foreign 
country or government; or the stocks, bonds or evidence of debt of any corpo- 
ration or association, or the market price of any merchandise or commodity 
whatever, shall be deemed guilty of a misdemeanor, and shall be punished upon 
conviction thereof, by a fine of not exceeding five thousand dollars, and im- 
prisonment for a period not exceeding three years, or either. 

Sec. 2. Every person who shall forge the name of any person or of the 
officer of any corporation, to any letter message or paper whatever, with intent 
to advance or depreciate the market price of the public funds of the United 
States, or of any State or Territory thereof, or of any foreign country or 
government, or the market price of bonds or stock, or other evidence of debt 
issued by any corporation or association, or the market price of gold or sil- 
ver coin or bullion, or of any merchandise or commodity whatever, shall, 
upon conviction, be adjudged guilty of forgery in the third degree, and shall 
be punished by imprisonment in a State prison for a term not exceeding 
five years. 





MONEY AND ITS USES. 


THE CURRENCY QUESTION. 


3y ALBERT S. BOLLES. 


MONEY AND ITs UsgEs. 
Great Mammon! Greatest god below the sky. —SPENSER. 


‘The term money, taken in its strict etymological sense, means 
something standing between two extremes and relating them to 
each other. Money is exchanged for other things, but never for 
itself. Small boys, indeed, swap cents, but men use money as a 
medium to get other things than those parted with. Men have 
the same wants now as before the invention of money—they want 
bread, cloth, furniture, etc.—and money is used only as an easier 
means of satisfying these wants. If we could imagine a state of’ 
society in which commodities were exchanged without the use of 
money, we should readily learn the great advantage of having it. 
In such a state the various products of the earth were exchanged 
directly for each other. This system of exchange is called barter.* 
Of a time when this state of things existed Homer sings: 

**From Lemnos isle a numerous fleet had come 
Freighted with wine . . . 
ae All the other Greeks 
Hastened to purchase, some with brass, and some 
With gleaming iron; some with hides, 
Cattle or slaves.’’t 


Money is a measure of value and a medium of exchange. 
Having already shown for what purposes a measure of value is 
required, it now remains to point out the offices fulfilled by it as 
a medium of exchange. 

First.—It is a labor-saving instrument. A, a hatter, desires a coat. 
He goes to B, a tailor, and making known his wants, offers to ex- 
change a hat for the garment desired. But B says he does not 
want a hat. So A goes to some other tailor who makes the same 
reply; he remarks, however, that he does need a pair of shoes, and 
if A could supply him he would take them in exchange for a coat. 
A must now find a shoe-dealer, who will accept of a hat in ex- 
change for a pair of shoes. After spending a great deal of time, 

* The following instance of exchange by means of barter is taken from a work upon Fiz and 
the Fijians by THoMaAsS W1LLIAMs and JaMEs CALVERT. ‘They exchange pottery for masi, mats 
and yams. On one island, the men fish, and the women make pots for barter with people on 
the main. Their mode of exchange is very irregular; the islanders send to inform those on the 
main-land that they will meet them, on such a day, at the trading place,—a square near the 
coast paved for that purpose. The people of the continent bring yams, taro, bread, etc., to ex- 
change for fish. . . The island tribes of the Great Fiji take yagona to the coast, receiving in 


exchange mats, mace, and fine salt. P. 72. 
t Lord Derpy’s trans. 


3 
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A finally succeeds in exchanging a hat for a pair of shoes and then 
goes to the tailor and exchanges them for a coat. See how much 
labor might have been saved in this exchange by the use of 
money. A, instead of going to B, to exchange a hat for a coat, 
would have sold his hat for money to any one who wanted it, 
and with the money thus obtained he could have procured a 
coat. For A would have been willing to receive money in ex- 
change for his merchandise inasmuch as he could exchange this 
for anything he desired. The hat could purchase only one _par- 
ticular thing, namely, shoes. ‘Thus it had only a limited purchas- 
ing power, while money has a general purchasing power. 

Thus Prof. Perry* correctly says, in pointing out the difference 
between money and other commodities: “They have the power 
of buying some sorts of things from some persons, it has the 
power, derived from the usages of society, to buy all sorts of 
things from all persons.” Because money has this general pur- 
chasing power it saves a great deal of time in making exchanges. 
“ At first view,” says CHEVALIER,t “it might seem that the use of 
money complicated transactions, inasmuch as it necessitates two 
exchanges where otherwise there would be but one; but, in truth, 
its use is of enormous advantage, and we should take an im- 
mense step backward in civilization, if we were to return to bar- 
ter. It has been wisely said that there is no machine which 
economises labor like money, and its adoption has been likened 
to the discovery of letters.” 

The utility of money as a labor-saving instrument may be strik- 
ingly illustrated from the experience of BArTH.{ He tells us that 
in one of the villages through which he passed, the practice of the 
farmer was to bring his corn to the Monday market, but he would 
on no account receive shells in payment, and would rarely accept 
of a dollar; the person, therefore, who wished to buy corn, if he 
had only dollars, was first obliged to exchange them for shells; 
with these he must buy a “kulgu,” or shirt, and with this he 
might succeed, after a good deal of bantering, in buying the 
farmer’s corn. So great was the difficulty of getting things, in 
consequence of having no general medium of exchange, that often 
his servants would return from their purchases in a state of the ut- 
most exhaustion. 

Secondly.—It prevents the deterioration and loss of commodi- 
ties. C is a baker. He must dispose of his bread quickly 
after it is made or it will spoil. He cannot find only here and 
there a person who will give him any thing useful for it in ex- 
change. ‘Thus exchanges take place slowly and with difficulty, 
and while they are going on the bread becomes old and unfit for 
use. Long before disposing of his entire stock, a portion of it has 
been injured or destroyed. If money were in use, he could 
readily sell his bread for money, and with that obtain whatever 
he desired. By transmuting his perishable products into money, 


* Elements of Polit. E-con, p. 208. 
1 On the Probable Fallin the Value of Gold, p, 28. 
t Travels, vol, 2, p. 51. 
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he may keep its power of purchase locked up in this form as long 
as he pleases. 

Thirdly.—Money reduces the cost of a commodity. In a State 
having no money with which to make exchanges, more time is ex- 
pended, perhaps, in exchanging things than was spent in pro- 
ducing them. ‘Thus, the hatter previously mentioned might have 
consumed more time in exchanging a hat for the coat he wanted 
than was employed in making the hat. Consequently, the hatter 
is really deprived of the benefit of his labor, or the value of his 
product must be increased. 

Fourthly—Men do not always wish to exchange for equal 
amounts. A farmer who brings a fatted ox to market finds per- 
sons enough wanting a few pounds of beef, but none wanting the 
entire animal. He cannot divide the ox and give a part of it 
for a few pounds of coffee or tea; perhaps he does not want the 
value of one quarter of the animal in groceries or other things. 
By means of money all difficulties can be easily overcome. The 
farmer can first exchange the ox for money, and with that he can 
get whatever he desires. 

Fifthly—Money secures the employment of labor by providing 
for its reward. Without money how could a cotton factory, for 
example, be run with its hundreds of hands? ‘The owner could 
pay them only in cloth; and what could be done with that ? 
They certainly have not time to go far to exchange it for other 
products, and if they had, they would be unable to make the 
desired exchanges, for no entire community requires more* than a 
limited amount of cloth. And if the operatives in despair of get- 
ting their bread should think of sending their cloth away, who 
wants it? where shall it be sent? A man having nothing except 
labor or skill to offer, might be unable to secure employment from 
those who wanted him and were willing to pay him most liberally, 
because they are not able to give him anything satisfactory in 
return; hence, he must labor for those who are willing to give, in 
ever so small quantity, the articles needed for his support. “The 
physician must take his pay in iron, or bread, or butcher’s meat ; 
and if any of his patients produced what he did not want, he 
must either attend them gratuitously, or they must die without 
assistance. Besides this, there are many products incapable of 
division. If a hundred men, engaged in building a ship or a 
house, how would they take their pay in kind, without taking the 
ship to pieces, and thus rendering their work wholly useless ?”* 
Thus, without money the division of labor would hardly exist. 
Rather than lose the time to make exchanges or run the risk of 
losing the results of his labor, by injury or decay, or be subjected 
to the other difficulties mentioned, every man, so far as possible, 
would supply his own needs by direct effort.t 

*Waytann, El. of Polit. Econ., p. 190. No author has illustrated the uses of money more 
clearly than President WaAyLANp. 

|} Bartu says that he was repeatedly prevented from buying what he absolutely needed, 


corn, rice, ete., because he did not have, and could not get what the people wanted in 
exchange. 7 vave/s, vol. 1, p. 5683 vol. 3, p. 203. 
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Besides, no man could perfect himself in any one art, trade, 
or profession. In the effort to supply his wants by making him- 
self whatever he desired, he could not attain to that perfection, 
which is possible, whenever man is permitted to practice a single 
art or trade, or make a single part of a complicated mechanism. 
Manufacturers could not thrive at all who sought to make those 
products, requiring a minute subdivision of labor. But if the 
laborer be paid in an article that is universally desired, he can 
get whatever he likes; hence, it will make no difference in what 
business he is engaged as long as he can have money in exchange 
for his labor. 

Such are some of the most obvious advantages of the use of 
a medium of exchange. ‘To these, others might be added, but 
enough has been said to make it clear that money is of the 
greatest use as a medium for exchanging other commodities. 

Money, then, combines these two qualities—it is a measure of 
value, and a medium of exchange. ‘This definition is by no 
means exact, for the reason, not only that a perfect value-measure 
cannot be found, but also, that everything is a measure of value 
and a medium of exchange which is given or received for some- 
thing else. If jack-knives are used as a means for getting other 
things, they are instruments of exchange and measures of value. 
Everything parted with is a measure of value for the thing re- 
ceived in each particular transaction. All that can be said of 
money is, that it is something used in a particular country or lo- 
cality more generally than anything else for the purposes above 
stated. , The mistake of writers upon this question is in trying to 
give a precise definition, which cannot be framed, unless it be ex- 
ceedingly general.* 

WittiamM LatHam has declared that coins, all notes, whether 
issued by the State or by banks, which are endowed with the fac- 
ulty of closing contracts, paying debts and acquitting debtors are 
money. ort. Rev., vol. 4, p. 214. The defect in this definition 
is that not all of these instruments measure value, although all 
are mediums of exchange. The definition in the orth Brit. 
Rev., vol. 35, p. 176, that money is “only another word for the 

machinery which accomplishes the exchange of commodities,” is 
defective for the same reason. Prof. Price has said that “money 
is not an end but a means . . and thus we arrive at last, at 
the true view that money is a tool required for certain specific 
purposes.” Principles of Currency, pp. 166, 167. 

Is it not a little singular that the uses of money, which are 
simply these two—a measure of value and a medium of exchange 
—should be the subject of so much confusion? For this, two 
reasons may be given. 

First—Many people believe that Government can create value 
and money. Government is as powerless to create value as 
RosinsoN Crusoe was, when living on his lone island in the 
Pacific. Two persons are required to create value in every case. 


* See BANKER’S Mac., vol. 26, p. 545; article, ‘‘ What is Money?” 
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What people will take from the Government in exchange for what 
is given, lies as much within the power of the people to deter- 
mine as of the Government. It has no more power of ordain- 
ing what its members shall receive from one another in satis- 
faction of debts than the birds of the air. Government may in- 
deed, call a bit of gold “one dollar,” but it is not the work or 
power of the Government which gives value to the-gold. ‘That is 
the product of labor which the Government never performed. 
Melt the gold so that every mark of the Government superscrip- 
tion is obliterated, yet its value is unchanged. ‘The Government, 
by coining it, merely announces its weight and fineness. 

Does the value of a piece of paper depend upon the inscription 
of the Government thereon? A_ greenback has value. Is _ it 
valuable simply because the Government says so? Suppose the 
Government declared greenbacks to be valuable, and yet peo- 
ple declined to take tnem, would they retain their value? Of 
course not. They are valuable because the people believe that 
the Government will fulfill the promises of which these are the 
evidence. 

Secondly.—Money was not designed to stimulate, but to facilitate 
exchanges. It was designed to save time and labor in making ex- 
changes, but not to add to the number of them. Says JoHN 
Stuart. Miti: “It is a machine for doing quickly and com- 
modiously what would be done, though less quickly and com- 
modiously, without it.’ 

This economic principle is very imperfectly understood else no 
cry would be heard for more paper money. ‘The people, or a 
large portion of them, have seized the idea, that somehow the ra- 
pidity of exchanges, and the prosperity of business, depend upon 
the quantity of money in circulation; the greater the quantity, the 
more prosperous is business. This is a grievous error and arises 
from a total misconception of the uses of money. It sprung out 
of the fact that during the war, when more paper currency was 
issued, business vastly increased, and every one rejoiced over his 
prosperity. But the prosperity enjoyed at that time was due not 
to an increase of currency, but to a greater demand for all sorts 
of products. The Government became an enormous consumer, and 
of course its demands were great. It was the National demand 
superadded to that existing before, which gave such an impetus to 
business. The currency afloat, or more strictly, partly afloat, did not 
affect the demand. If none had been issued the demand would 
have been as great. A coincidence was mistaken for a cause. 

This principle, that currency was invented as a_ labor-saving 
instrument, to render exchanges more convenient, ought to be 
sounded in the ears of all who are seeking for an expansion of 
the present irredeemable currency. It requires no argument to 
prove that what people are really trying to get are the things 
which minister to the sustenance and happiness of life and body, 
and that money is merely a medium, a go-between, for getting 
them. Now, suppose there be an increase of money, how can 
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these things be more easily acquired if their prices are increased ? 
No one will, for a moment, contend that an increase of money 
does not tend to increase prices, and that any more can be pur- 
chased, in the aggregate, with the whole sum, than with the sum 
existing before the increase was added. 

It is not the proper function of money to stimulate exchanges. 
This is a perversion of its use. It was intended to facilitate them 
and nothing more. Were this idea kept in view we should hear 
no more about an increase of the currency. 

Why have gold and silver such a pre-eminence over other 
things as money? First, because of their portability. “One pound 
weight of gold, will ordinarily command, in exchange, _ fifteen 
thousand pounds of wheat, thirty thousand pounds of Indian corn, 
five tons of rice, or a ton and a-half of cotton.* The same 
quality renders silver valuable as money, though less so, in ma 
countries, because a larger quantity than gold has only the same 
value. 

These metals are very valuable as money, because they are so 
malleable. ‘They can be wrought into any shape, will receive and 
retain any impression, may be divided into the minutest quantities 
and again united, with the smallest possible loss. Hence, they are 
admirably adapted for coinage. In consequence of the small sub- 
divisions into which they may be coined, they can be exchanged 
as of equal value for a great number of products. 

They are of uniform quality. Found in CaLiForNIA, AUSTRALIA, 
or Russia, gold is everywhere the same. The iron of different 
countries varies greatly. The copper of Siperia is better than that 
of GERMANY, while the copper of SWEDEN is better than that of 
SIBERIA, and the copper of JAPAN surpasses that of SwEDEN. It 
is not so with gold and silver. 

They may be readily alloyed and refined. By alloy they are 
made harder, and so better adapted to use as money. Likewise, 
can they be easily restored to their original purity without loss. 

They are unaffected by atmospheric influences. They do not 
rust or decay like iron, so that the gold and silver in the age of 
the PTroLEMIES may be in existence to-day, either as plate or 
money. 

They are almost inconsumable by use. Nearly all other com- 
modities are rapidly destroyed by using them. Articles of food 
and clothing, for example, disappear in a comparatively short 
period. Even iron, in the ways in which it is generally used— 
railroads, agriculturé, the mechanic arts, etc.—lasts only a_ few 
years. But the duration of gold and silver is vastly longer. In- 
vestigations made at the United States Mint show that the wear 
of gold was only 1 to 2,400; that is, a gold dollar would wear 
out only by 2,400 years’ service. 

To complete this side of our subject, we remark that gold and 
silver were valuable long before they came into use as money. 


* AMASA WALKER, Science of Wealth, p. 127, from which work the reasons why gold and 
silver are fitted to serve as money are chiefly drawn. See also Say’s Polit. Econ., p. 170, 4th 
Am. ed. 
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That is a function superimposed upon these metals. This use in- 
creases their value, but it is not the sole or principal cause of 
their value; or the cause of imparting value to them in the first 
place. ‘The Wampumpeag currency of the American Indians was 
regarded as beautiful by them, and so it passed as currency. 
The same is true of gold and silver. ‘They were prized before 
they came into use as money, else they never would have been 
used for that purpose. Being desirable apart from their use as 
money, they are found admirably fitted to serve this additional 
function, and so are used for this purpose.* 

The question has been discussed of late, how much money or 
currency does any country require to effect its exchanges. The 
answers generally given to this question display dense ignorance. 
They show how very imperfectly the functions of money are un- 
derstood. It is looked upon by many as a mighty question which 
few, if any, are capable of answering. This is because such _per- 
sons do not comprehend what the functions of money are. If they 
did, they would see that the question can be answered easily 
enough. 

Whenever the business of a country has become adjusted to the 
currency employed in making its exchanges, whatever the amount 
may be, no increase thereof is ever required. This is one of the 
clearest principles of economic science. It makes no difference 
whether the volume of currency be great or small, prices will ac- 
commodate themselves to it; and if the amount thereafter be in- 
creased, other things remaining the same, the only effect of such 
increase will be to raise the price of commodities. So if a part 
of the currency be withdrawn, the effect is a depression of prices. 
It is of littke consequence what the volume of currency may be 
with which a nation first begins to exchange its productions. 

Now, as long as a nation sticks to the currency it has once 
adopted, and to which all values have been adjusted, there is no 
difficulty in effecting exchanges, provided that such a currency 
commands the perfect confidence of all. There will be no vio- 
lent disturbance in exchanging commodities while the same cur- 
rency is used on account of it. If exchanges are disturbed, they 
will arise from other causes than the currency. Like the sun, it 
will pursue its appointed course without interruption or change. 

When a currency having the confidence of all is supplanted by 
an inferior currency, then exchanges are unsettled on account of 
it. Let it be remembered that no sound currency disturbs ex- 
changes. If the currency employed by a country produces this 
effect, it is certain that such a currency is unsound. In the 


* “ Gradually, in the course of time, and by the exigencies of society, they came to be ap- 
propriated by general consent to the uses of money, till at last that consent became universal 
in the civilized world. ‘This appreciation was ulterior and consequent to the ascertainment of 
the many useful and admirable qualities of these metals for other purposes, without which 
there is no probability that they would have been employed as money. . . . Gold and 
silver are not valuable simply because they are money. ‘This was not the original ground 
of their being held in such high esteem; but they have been adopted and have obtained uni- 
versal consent to be used as money or a common medium of exchange because of their value for 
other uses, and because they are always in demand for such a vast variety of appropriations 
other than money.”—Colton’s Public Economy. See also on the Origin of Money; Patter- 
son’s Science of Finance, p.11; Mill’s Polit. Econ., vol. 2, p. 19. 
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Unirep States we have driven out a sound, specie currency by 
means of an inferior, paper currency. While the former was in 
use, we were never troubled with the inquiry: How much of it 
does the country need? The currency was self-regulating; it was 
free from legislative regulation. But when it was supplanted by 
the present currency, exchanges were violently unsettled, and will 
remain so as long as it is below par. The more local a currency, 
the more violent are its fluctuations in value, while the converse 
of the proposition is equally true. Gold and silver have a wide 
circulation, and their value in all places is the same; but our 
paper currency has no circulation outside of our own country, 
hence its value is very unstable. 

Keeping these facts in mind, it is easy enough to answer the 
question: How much of this paper currency does the country 
need? ‘The less of it the better while it continues below par with 
gold. If it be an inferior currency, as it certainly is compared 
with gold and silver, we should not make it poorer by watering 
it, but rather contract the quantity and so improve its quality. 
The country needs no more of it; there is altogether too much 
now. 

3esides, by increasing its quantity, its purchasing power is dimin- 
ished, so that the aggregate purchasing power of the larger amount 
is no greater than that of the smaller sum. When an individual 
gives his notes for $100,000 and has only half that sum to pay 
them with, and his creditors know it, every one, except he be an 
inflationist, believes the debtor will neither improve nor sustain his 
credit by issuing more notes. The same is as true of the Govern- 
ment as of individuals. Its legal-tender notes are below par. The 
people prefer gold to them. By issuing more their value will 
diminish. - There is no escape from this effect. The Government 
by no sort of ingenuity can increase the aggregate purchasing 
power of the currency as long as it is at a discount. By issuing 
more, its purchasing power is diminished, and the country has no 
larger amount in fact with which to make exchanges. 

We conclude—first, there is too much currency now, and the 
excess will be felt so long as it is worth less than gold, which is 
promised in redemption of it; secondly, while its inferiority to 
gold continues, the question whether the country wants more of it 
or not is without any significance, because the country by no kind 
of legerdemain can actually get more if it be wanted. Of course 
a larger amount may be issued, but its value is entirely absorbed 
by the currency existing before. 

When the currency of a country is sound, its value depends 
upon three things: first, the amount of business done _ there; 
secondly, the extent of its credit; thirdly, the rapidity with which 
its money circulates. If business is light, or money circulates 
rapidly, or credit be extensive, less money is needed than if the 
opposite conditions prevail, and so its value is less. 

Money circulates more rapidly through the agency of banks 
than in any other way. By keeping money in these institutions 
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they are able to loan it again and again; one person deposits a 
sum, it is discounted to another, he pays it into another bank, 
which, in turn, discounts it to some one else. Any report of the 
Comptroller shows this. The amount of the National circulation, 
according to his report for 1873, on the 12th of September, was 

339,0 81,799, while the loans amounted to $940,233, 304. Of 
course there was the legal-tender circulation of $356,000;000 be- 
sides; on the other hand, a large amount of currency was in the 
possession of the people. From these facts it is clear that cur- 
rency circulates more actively through the agency of banks than 
through the action of individuals. 

The use of credit in its various forms, bank checks, bills of ex- 
change, etc., supply the place of money. We shall discuss here- 
after the matter of the extension of credits in this country and 
how they operate to lessen the need for money. ENGLAND has 
not so much currency as FRANcE, though doing a vaster business, 
yet her exchanges are easily made by means of the various in- 
struments of credit. In FRANCE, money is absorbed, hoarded; in 
ENGLAND, it is deposited in banks and kept in circulation. When 
the me indemnity was paid by FRANCE and _ new loans con- 
tracted, it was a world’s wonder that such an immense throng 
should enthes in Paris to subscribe for the loan. They came from 
all parts of France. It was the country, farming population. 
They had laid by money, and, instead of depositing it in banks, 
it had been kept in their houses. The loan being regarded safe, 
the money was drawn forth. The reflection is nut creditable to 
that country that such a vast throng should be without confidence 
in the BANK OF FRANCE, or its branches; or rather, that FRANCE 
should have no money institution commanding the confidence of 
the people except the Government itself. 

This fact, that credit serves the same purpose as money in 
liquidating debts, proves the necessity of maintaining it whenever 
possible, in order to avoid panics and the necessity of providing 
additional currency when they occur. For, when these calamities 
arise and confidence or credit is gone, more currency will be re- 
quired than at other times. ‘Thus in the panic of 1873, every- 
body wanted money; no one dared to trust. Many at once came 
to the conclusion that the country needed more currency; that 
business had increased so enormously the present amount was 
inadequate to make exchanges. No one said this a week before 
the panic. Why not? Because, in fact, there was enough. So 
long as confidence was generally diffused there was no need of 
additional currency. ‘The panic destroyed that, and then the de- 
mand for more money was universal. Upon the restoration of 
confidence, no more money was néeded than before. This is the 
true explanation of the state of things which prevailed. When 
confidence was strong there was money enough; when confidence 
disappeared, more money was required to supply the place which 
confidence had filled. 
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Nearly all political economists agree that the value of gold and 
silver is depreciating. ‘This depreciation arises chiefly from three 
causes: the larger supply; its lessening demand for ornamentai use ; 
and the substitution of other things for money. 

In respect to the present supply, much labor has been expended 
to ascertain the production of gold and silver since the earliest 
times, yet no results thus far obtained command a very wide as- 
sent. In 1831, Mr. Jacos published an elaborate //istorical Jn- 
guiry into the Production and Consumption of the Precious Metals, 
covering the field of investigation from the earliest ages to the 
time in which he wrote. This work, though abounding in wide 
research, is, after all, only an estimate, and that even very rude 
and imperfect in respect to the production of the precious metals 
during the earlier ages. Indeed, the difficulties of finding out the 
production and consumption of the precious metals, says M’CuL- 
LOCH, are “at least as great as their importance. ‘They are not, 
in truth, of a kind to afford any certain conclusions, and we must 
be contented with those that seem to present, on the whole, the 
greatest amount of probability.” For the production of gold and 
silver in America, from the discovery of the country to 1803, 
great reliance has been given to Baron Humpo.pt’s estimate in 
his Political Essay upon the Kingdom of New Spain, though Mr. 
Danson,* who carefully studied HuMsowpr’s figures, together 
with the data pertaining to the subject, has found reason to 
amend them, CHEVALIER has carefully gone over the ground in 
his work upon the Probable Fall in the Value of Gold, though 
Blake’s Report upon the Precious Metals, made to the United States 
Government in 1867, is the latest, and probably the best, exposi- 
tion on the subject.t 

The aggregate production of gold and silver to 1868, according 
to BLAKE’s estimates, is as follows: 

14 to 800....(Amounts supposed to be on hand)....$ 1,790,000,000 
800 to 1492 345,000,000 
1492 to 1803 5,820,700,000 
1803 to 2,484,000,000 
1848 to 1868 3:5 71,000,000 


PS ee ae REL $ 14,010,700,000 


From this amount the losses are to be deducted, which are as 
difficult to ascertain as the amount produced. Indeed, if possible, 
there is less agreement among writers in respect to the loss of 
gold, than as to the amount now remaining. 

As for the future supply it is well known that gold is derived 
from two sources—placers and veins. ‘That found in the placers 
was originally contained in the rocks, which has been extracted 
by the grand operations of nature. Sireams have rolled over 

* Fournal of Statistical Society of London, vol. 14. 


} See also Commissioner Witson’s learned investigation in Land Office Report, 1867. His 
researches are very valuable. 
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them for unnumbered ages, breaking and grinding them to pieces, 
washing out the gold and carrying it along in their courses till it 
sank to the bottom. Placer-mining, therefore, is nothing but the 
digging over the beds of streams and rivers that have become 
dry, and in which gold is supposed to be deposited. 

Once it was thought that, as the soil containing gold which had 
been thus extracted by nature from the rocks, was quite limited 
in extent, when it had been worked over, the future supply of 
gold would be exhausted. Such was the opinion expressed by the 
late Sir R. I. Murcuison in his valuable work upon the S¢/uria. 
But now it is generally acknowledged that the normal supply of 
gold is to be derived from the rocks, and that the gold found in 
placers is only a small portion of the whole amount. ‘This being 
so, it is clear that the future supply of gold depends upon the 
extent and productiveness of the gold-bearing rocks. 

Prof. JEVONs* asserts, with the utmost confidence, that there has 
been a rise of prices in ENGLAND to the extent of eighteen per 
cent., as measured by fifty chief commodities, since the year 1849. 
This rise of prices represents a real diminution in the general pur- 
chasing power of gold to that extent. Yet others, including Prof. 
CAIRNES, suppose the decline to be much greater, for the reason 
that the course of prices previous to 1849, was decidedly down- 
wards, so that the increased supply of gold prevented a greater de- 
cline of them, and also occasioned the rise above stated. In_ his 
volume of essays, published in 1873, he reaffirms his former 
opinions. He says, all are agreed that within twenty years a sub- 
stantial advance in general prices has taken place, the only differ- 
ence of opinion is in respect to the causes of this change. 
Amongst economists I think it is pretty well agreed that the 
advance is at least in large measure, due to the effects of the 
gold discoveries. But on the other hand, there is on the part of 
commercial writers, and in general of all who view the question 
from the standpoint of practical business, a strong disposition to 
ignore, or altogether to deny, the influence of this cause in deter- 
mining the results. We are among those who think Prof. CAIRNES 
is right, that gold has declined in value, for the evidence in sup- 
port of this conclusion will admit of no other explanation. 

In this country the decline has been very marked since 1860. 
Elsewhere, we have compiled a table of prices showing what 
the decline has been in one hundred of the leading American 
products. Other things, in the production of which more labor 
has entered, the decline has been greater. 

The decline in the.value of these metals would have been still 
greater had not an immense quantity been drained off to the East. 
If A does not want a thing it is only a slight indication that it has 
no value; for B and,C may want it, and if they do, of course it 
is valuable, although valueless to A. Hence, the precious metals, 
so long as they have a value among a considerable number of 
people, though not among all, their value will be preserved. Thus, 


* London Economist, May, 1867. 
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silver, for instance, may become valueless among the most en- 
lightened nations as between themselves, yet so long as such 
quantities of it are desired by the inhabitants of Cuina and 
INDIA as are at present, its value will not be materially lessened. 
For many years these countries have absorbed vast quantities of 
silver, else its value long ago would have declined. It is for 
this reason, says Parrerson, that the prosperity of the world de- 
pends upon the continuance of this drain of bullion to the East.’* 

The value of gold and silver will decline from the increas- 
ing use of other things as substitutes for money. The use of 
bank notes, bank checks, bills of exchange, etc., as substitutes for 
gold in making exchanges has become universal. For example, 
the New York Clearing-House Association, representing sixty-one 
banks, received for the year ending September 30, 1872, checks, 
bills of exchange, etc., given by the several banks composing the 
association, $ 33,844,369,568. The use of this vast amount of 
substitutes in place of gold and silver has a direct influence in de- 
preciating the value of these metals. Let an edict go forth that 
no such instruments could be used, or rather, supposing that all 
men were so corrupt that no one dared to use them, and the 
precious metals would enormously increase in value. Hence, it 
may be properly said that gold and silver are declining in value 
because credit or willingness to trust others has increased. It is 
one of the marks of an improving civilization. ‘The substitution 
of the various instruments of credit for gold is attended with 
many evils, arising from unwillingness and inability to comply with 
their requirements; but as the infirmities of human character dis- 
appear, notes and promises of every kind will have general prefer- 
ence over gold and silver as instruments of exchange. 

Gold and silver will decline in value as their use for ornaments 
declines. Probably it was this use which first gave them value. 
And, lastly, the value of gold and silver, and kindred forms of 
property, which depend largely upon the fact that much value is 
contained in a small space, will decline when other and more 
cumbrous forms of property become secure from seizure and 
intrusion. 

Such are the principal reasons operating to depress the value of 
gold and silver, and which, it is evident, will continue to thus 
operate. Gold will multiply in quantity; the day of barbaric gold, 
of which MILron disdainfully spoke, will surely pass away, while 
its departure is hastening by the use of substitutes for it, as money, 
as well as in other ways. 

Two consequences flow from the loss of value accruing to gold 
and silver worthy of notice. First, those having it in their pos- 
session, or due them, will suffer loss. ‘The loss of one class, how- 
ever, will be the gain of another, and in this way there will be a 
partial evening up of the accounts between mankind. But Govern- 
ments will be the greatest gainers. In this way, nearly all Na- 
tional indebtedness will be discharged, inasmuch as this is the 


*See Kawceett’s Man. of Polit. Econ., p. 436 
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thing which most of them have agreed to pay. Secondly, there 
will be a great saving of human labor in preparing an instrument 
to be thereafter used as money. PatTTEeRSON has well put the 
question: “Is it not probable that some day . . future genera- 
tions enjoying a more advanced civilization, will look back with 
pity on our barbarism in wasting so much wealth for the mere 
purpose of registering our wealth, and in employing such an infini- 
tude of labor upon what could be accomplished without any.* 
Little do we think of the sufferings and risk of life which poor 
humanity has endured to get possession of these shining metals. 
When the Californian mines were discovered, husbands forsook 
their wives, and brothers their sisters, the emigrant came from the 
farthest shore, and all went and delved for the precious gold. 
They endured privation of hunger and thirst, laboring under the 
greatest exposure of body to disease and death—and simply to 
obtain these counters for making exchanges. ‘The story of Catt- 
FORNIA was repeated in AusTRALIA. When that most auriferous 
country was discovered, thousands flocked thither to dig for gold. 
The Buckland river, where the largest nuggets were found, was 
literally a river of death. The rays of the sun, striking the 
rocks upon either side, reflected upon the faces of the miners, 
and caused a worse blindness than that which befel them before 
setting out for the diggings. <A little way down the river was the 
cemetery where the miners were laid, so that every fresh miner 
was reminded of his probable fate, as he passed on his way to 


the mines. Nothing daunted, however, they hurried on to meet 
the fate of those who had gone before, and the multitude of 
graves remaining to this day, testify of the magic and bewitching 
power of gold. Great as has been the acknowledged power of 
woman, cannot this dull metal claim a greater homage and de- 
votion ? But its sovereignty is to cease; all its long, painful 
history of conquests and sufferings is to pass away. 


Ill. THe Money OF THE FUTURE. 


We have not prepared this chapter with a view to setting forth 
any utopian or useless scheme, but to answer the assertion that 
gold and silver will continue to be used as money in the indefinite 
future, because there is nothing to put in their place. The 
necessity of money being universally admitted, and nothing hav- 
ing been discovered to supply the use of the precious metals for 
that purpose, the conclusion is drawn that they will be employed 
in that capacity always. Admitting the truth of the first premise, 
we deny the second, and of course the conclusion, 

We have already shown that money performs a two-fold func- 
tion; that it is a measure of value and a medium of exchange. 
In respect to the latter function, a representative of gold and 


* Econ. of Capital, p. 10. 
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silver in the form of paper currency excels the original in con- 
venience. It can be more easily counted, transported, manu- 
factured, is not so easily counterfeited, occupies less space, in 
short, it has every advantage over the precious metals as a 
medium of exchange. 

We have adverted to the necessity of having a measure or 
standard of value, and the desirability of having this standard 
comprise the money of a country. It is not necessary, though, 
that the standard be a perfect medium of exchange. If a good 
substitute can be invented for this purpose, the standard of value 
may be a very inconvenient medium of exchange, if it were 
actually used as such, because there would be little need for 
transferring it in bulk. The chief requisite is to select the best 
measure of value, that is, a thing changing least in value, and 
which can be so represented as to form the best medium of 
exchange; in other words, so as to be most easily counted, car- 
ried, preserved from decay, counterfeiting, etc. 

Another important feature in the medium of exchange we must 
not overlook, namely, that it be a representative of actual value; 
that the thing represented can be easily had in exchange for the 
representative. In creating a currency or money for a country, it 
does not follow that an amount of money must always be kept 
on hand by an individual, equal to the representative in circula- 
tion, provided the issuer have ample property that may be con- 
verted into money. This is the principle upon which the National 
banks are chartered. Their circulation is secured, not by gold and 
silver in their vaults, but by bonds in the possession of the Govern- 
ment. So long as these are ample security for the payment of 
the circulation, no one will object to receiving the representatives 
of this property. In 1857, when all the banks in New York 
failed, that is, were unable to pay their notes in specie, no one 
objected to receiving their bills, because they were fully secured 
by State bonds held by the Comptroller of the State. The need- 
ful thing about the currency is to provide for its security. Now, 
since the representative of value is to be preferred to the thing 
possessing value, as a medium of exchange, provided the repre- 
sentative be fully secured, since the measure of value is rarely 
ever wanted so long as it can be obtained, it makes but little 
difference what sort of thing the security be as long as its value 
is unchanging. Hence, if gold and silver were displaced by iron, 
for instance, no one would be subjected to inconvenience or loss. 

Does any one doubt this statement? What would be the effect 
of the change? A bank is created with a capital of 1,000,000 
tons of iron. It deposits bonds which are deemed equivalent in 
value to the iron with the United States Treasurer, and receives a 
circulation for nine-tenths of the metal, that is, bank notes promis- 
ing to pay all who take them iron in exchange. The notes of the 
bank circulate because they are secured by the bonds; it is of no 
consequence whether the bank has a pound of iron or not, for no- 
body wants any. All the bill-holders want to know is that their 
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bills are fully secured; and so long as this is the case, they are 
content. Of course, a part of the security consists in having the 
property in which the bills are finally to be redeemed of as nearly 
a fixed value as anything can be. If, therefore, iron has as fixed 
a value as gold, it will answer just as well as a basis for money. 

But one may say, iron is of various qualities. Very true, but 
that will cause no difficulty. The bank makes its notes payable 
in a particular quality of iron, and every other kind of iron might 
be graded by that. For example, the iron coming from the Iron 
Mountain in Missouri, we will say is taken as a_ standard. 
Rated by that, we will say that the iron of MicHiGAN is worth a 
quarter less or a quarter more, that the iron of New York is 
worth half as much and so on. Every quality of iron in the world 
could be easily rated according to the standard, and every bank 
could make its notes payable in standard iron or other kinds, ac- 
cording to their value, measured by the iron of standard quality. 
As there is a great abundance of iron in the world, and as it 
must always be used, no trouble would ever arise in getting it to 
redeem any promises for which iron was pledged in payment. Iron 
has value for the same reasons as gold. ‘The two are in the same 
category. If gold and silver become worthless so that they could 
not be used as money, there would be no difficulty in supplying 
their place, for the use of iron as a measure of value and paper 
as a representative for iron as a medium of exchange, would sub- 
ject us to no inconvenience, and the world hardly know that a 
change had been made. 


THE ACCEPTANCE OF DRAFTS BY TELEGRAPH. 
Superior Court of Cincinnati. Before Fudge Tilden. 


The SELMA SAVINGS BANK OF ALABAMA v. W. S. Devan & Co. Devan 
& Co., of Cincinnati, drew a bill on Morey & Co., of Selma, Alabama. On 
the day before its maturity Morey & Co., unable to meet it, telegraphed to 
Devan & Co., for permission to re-draw on them for the amount to take up 
the bill. Devan & Co., on the same day, by telegram, answered: “If you 
will allow us to draw on you at two, three and four months, we will.” 
Thereupon Morey & Co., on the day of the maturity of the bill, drew at 
sight upon Devan & Co., and advised them by letter. On the credit of these 
documents the SELMA SAVINGS BANK discounted the sight draft, which was 
duly presented to Devan & Co., and payment demanded and refused. The 
action was to recover the amount of the draft and the case was prosecuted 
to the Court by demurrer to the petition. 


HELD: /7rst——That where money is éoexa fide advanced upon the promise 
of the drawee of a bill to accept and pay, such promise is in law an implied 
acceptance of it, and it may be declared on as an acceptance, this circum- 
stance amounting to proof of the acceptance, so as to establish the averment, 
Second.—Where money is thus advanced on a general authority to draw, 
without identifying a particular bill, one who advances money on the credit of 
it is entitled to recover not as upon an acceptance, but upon the special con- 
tract to accept. Zhird.—The present case belongs to the first class. The 
words “we will,” in the telegram of Devan & Co., sufficiently refer to the 
bill in question to establish its identity; and a letter to Morey & Co., an- 
nouncing that they had drawn at sight, was a sufficient compliance with the 
conditions of the authority of Devan & Co. to draw, to warrant the bank in 
discounting the bill. Demurrer overruled. 
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USURY AND USURY LAWS. 


USURY AND USURY LAWS. 


The original signification of the word usury was money paid 
for the use of money, or interest. The etymology of the words 
usury and interest is the same, but in modern law the two words 
signify different things. 

Interest is the premium allowed by law for the use of money; 
while usury is the taking of more for that use than the law allows. 

In the early times usury was an object of peculiar detestation. 
It was held in England to be absolutely unlawful for a Christian 
to take any kind of usury or interest, and whoever was found 
guilty of that offence was punished by the censures of the church; 
its ordinances were employed in compelling restitution from those 
who had violated its sacred laws, and if it was found after death 
that the deceased had been a usurer while living, under the ab- 
solute authority of the king his chattels were forfeited and his 
lands escheated. 

By a statute of Henry the seventh, usury is declared to be not 
only against the law of Gop and the laws of the realm, but 
against the law of nature, as causing fruitfulness in that which 
was intended to be barren. 

Usury, or the taking of any interest for the use of money, was 
thought to be forbidden by the Mosaic enactments. 

Cavin, the famous reformer, was one of the first to point out 
the error of this view and to show that the Mosaic laws applied 
to money lent for the relief of distress, and not to that advanced 
to the borrower that he might improve it. 

The true spirit of usury lies in taking an unjust advantage of 
the necessities of the borrower, which is considered by all Christian 
nations an offence against the laws of morality and right. 

It often happens, however, that one must borrow at a high 
rate of interest or sell his goods at a sacrifice. When one’s affairs 
are embarrassed or his credit impaired, who will lend him at the 
usual rate without security? What, then, is he to do? Can any 
law be framed that will help him? It might as well provide that 
he shall not sell his goods for less than they are worth as to 
forbid that he shall pay for the use of money more than the 
usual rate; but he must do one or the other, and it will depend 
upon particular circumstances which he had better do. The law 
cannot compel any one to lend him at a fixed rate, and is there- 
fore useless to help him. 

It is idle to suppose that by providing that he shall not pay 
more than a certain rate he will be able to borrow at that rate. 

4 
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It is thought justifiable in business to buy goods at half their 
value if possible. The law provides that goods may be sold 
by the sheriff, if even at half or a fourth of their value, if a 
debtor does not pay, and he must stand idly by and see this done 
because the legislature has tied his hands by ‘a usury law. If he 
were allowed to borrow at such rates as he could, he would be 
able, sometimes, to save not only his goods, but his credit which 
may be invaluable. 

If a person be deemed incompetent to borrow on fair terms, 
and liable, from the pressure and urgency of his necessities, to im- 
position, how can he be yet deemed competent to sell his goods? 


Whatever discourages the lending of money must injure com- 
merce, by stopping to that extent the circulation of money and 
thereby limiting the productive power of the capital and industry 
of the country. Free trade in money will make the rate lower 
than any statute can. Perfect freedom of the borrower and lender 
to make their own contracts will regulate the rage better than any 
law. Traders do not regard usury laws as beneficial to trade. 


The Chambers of Commerce of Dublin, Manchester, Birming- 
ham, and Glasgow, as well as the merchants of London, petitioned 
Parliament for their repeal. The Chamber of Commerce of New 
York have petitioned the Legislature for their repeal in this State. 


Many of the best minds of Europe exposed the impolicy of 
usury laws long before they were repealed. Locker, the great 
philosopher, said: “ Money is a universal commodity and is as nec- 
essary to trade as food is to life; everybody must have it at 
what rate they can get it, and invariably pay dear when it is 
scarce. You may as naturally hope to set a fixed price on the 
use of houses or ships as money. The rate is no more capable 
of being regulated than the price of land.” 


Bacon says: “If a manufacturer or a tradesman must have 
money, he must either borrow it (if there is a usury law) at an 
unnecessarily increased rate of interest or be forced to sell his 
means (be it land or goods) for under their value; and as usury 
doth but gnaw, bad markets would swallow him quite up.” And: 
“It would be vanity to suppose there can be borrowing without 
profit, and great inconveniences would arise if borrowing were 
cramped.” 


All experience teaches how impossible it is to fix by laws a max- 
imum rate of interest for all occasions. ‘The rate will depend 
upon various conditions, such as the demand, the facilities of the 
borrower and the security he offers. 

Usury laws increase the difficulties of the borrower whom they 
are intended to protect, and render his situation worse, for when 
he must have money, he must pay more than the legal rate, and 
the lender breaks or evades the law, and consequently indemnifies 
himself for the danger he undergoes of suffering the penalty. The 
rate increases in proportion to the. severity of the prohibition. 





33874. ] USURY AND USURY LAWS. 51 


KELLEY, an able writer on this subject, says: “ With respect to the 
efficacy of enacting laws for the purpose of protecting men against 
themselves, however desirable if it could be accomplished, it must 
now, it is conceived, be given up as useless and impracticable since 
centuries of experience convince us that such laws tend, in a great 
degree, to accelerate the ruin of those very persons for whose 
special protection they were designed; and it may well be 
doubted whether in other respects they do not lead to greater 
immoralities than they repress, by producing perjury, in the tempta- 
tion held out: to unprincipled men to share in the enormous pen- 
alties which these laws inflict, as well as in attempts by such 
means to avoid the payment’ of debts honestly incurred.” 


The prices of nearly all commodities were once fixed by statute, 
but those days of political darkness are gone; the usury laws 
are their only remaining relic, and it is to be hoped the further 
increase of knowledge will ere long cause them to disappear. 


A great change has been effected of late years in the minds of 
the people. In 1839 the usury law was repealed in England, 
as it since has been in most of the nations of Europe. It is now 
admitted there that the operation of such laws tended only to 
raise the real rate of interest by driving men in distress to adopt 
extravagant methods of raising money. No axiom is better estab- 
lished there than that money, like water, will seek its own level. 

A change in the sentiment of this country is going on also. 
In many of the United States there are now no usury laws. Par- 
ties are permitted to contract for such rates as they may agree 
upon in Maine, Massachusetts, Rhode Island, and Connecticut, 
these States having repealed their usury laws within a few years. 

Those States which now have statutes to repress usury, are Ala- 
bama, Delaware, Illinois, Iowa, Kansas, Louisiana, Missouri, New 
Jersey, New York, North Carolina, and Wisconsin, while in Penn- 
sylvania, Michigan, Mississippi, and a few other States, the rate 
of interest is prescribed, with a provision that if more is agreed 
to be taken the excess shall be forfeited. In most of the remain- 
ing States parties are left to regulate the subject at discretion by 
agreement in writing, a statute fixing the rate when no agree- 
ment is made. Where there is no statute there is no usury—that 
is, there is no usury at common law. 

The penalty in New York is more severe than in any other 
State in the Union. It is forfeiture of principal and interest and a 
fine and imprisonment. Attempts are made at every session of 
the Legislature to repeal or modify the law, but without success. 

The usury laws of the different States, in which such laws exist, 
differ in many of their provisions, but what const/utes usury in 
one State constitutes it in another, and the decisions on this point 
in one State are generally applicable in another. 

To constitute usury it is necessary that there be a loan of 
money. It need not be in the form of a loan but must be one 
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in fact; and whether the transaction is a loan or not is a question 
for the jury. The loan of one’s credit is not usury; a pretended 
sale with intent to disguise a loan and evade the statute against 
usury is held usurious; a deed absolute on its face, where there 
is an agreement that the property shall be deeded back on the 
payment of a certain sum, has been held to be only a mortgage, 
the transaction a loan disguised, and the usury laws applying to it. 


There is usury in a transaction if more than the legal rate is 
paid or reserved, whether in the form of interest, or included in the 
principal; that is, if the note be for more than the loan and legal 
interest would amount to, or if the excess be taken or reserved as 
a bonus, the transaction is usurious. 


It is necessary also that there should be a corrupt intent to 
take more than the legal rate. If the parties did not intend 
to do the ‘thing forbidden, no penalty attaches. There is a dif- 
ference between a mistake of /aw and a mistake of fact. Ignor- 
ance of law will not excuse parties who violate it, but ignorance 
of fact will. In order for the usury law to apply, it is not necessary 
that the parties should intend to violate the law, but it is necessary 
that they should intend to do the act which the law forbids. If 
one takes more than the legal rate by a mistake in computa- 
tion there is no usury and no penalty applies. 


A promissory note given éoxa fide in the usual course of busi- 
ness for a valuable consideration, may be sold for what it will 
fetch, and there is no usury, although the discount may be greater 
than the legal interest. An accommodation note, however, is differ- 
ent. If the note is loaned to raise money on, and sold at a dis- 
count exceeding the lawful interest, it would be usurious. 


In some cases, New York for example, the statute declares 
every contract founded in usury absolutely void. It is so even in the 
hands of an innocent holder, and cannot be enforced by any one. 

In other States, the statute declares that the principal and legal 
interest may be collected, and makes it void only as to the excess. 

It sometimes declares a usurious contract void as between the 
original parties, but valid in the hands of an innocent holder. 


An innocent holder is one who takes the note or bill before 
maturity without knowledge of any defence to it, and who parts 
with value at the time of the transfer to him. If it is transferred 
on account of an indebtedness already existing he is not protected. 


The laws of the different States sometimes conflict, when the 
question arises which shall determine the validity of a contract. 
The general rule is that the laws of the State where the con- 
tract was made shall determine, but if it, by its terms, is to be 
performed in another State, the laws of the latter shall govern. 
If such a contract be forbidden by the law of the State where made, 
and is to be performed in another State for the purpose of evading 
the law of the former, this rule does not apply. If void by the 
law of the State where it was made, it is void everywhere. 
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THE USURY LAWS OF THE STATES AND 
TERRITORIES, 


WITH RECENT DECISIONS UNDER THEM. 


I. ALABAMA, 


Eight per cent. is the legal rate of interest. All interest is for- 
feited and the defendant recovers costs where a higher rate is 
taken or agreed to be taken. 


Usury in the note on which a judgment at law is founded, con- 
stitutes no ground for equitable relief agatnst the judgment, unless 
a sufficient excuse is shown for the failure to make the defense at 
law.—McCollum 7. Prewitt, Alabama Reports, vol. 37, p. 574- 

Where a debtor borrows money at usurious interest, gives a 
mortgage or deed of trust to secure its payment, and afterwards 
comes into equity for relief, he will be required to pay the prin- 
cipal sum due, with legal interest thereon; but rests will not be 
allowed at each renewal of the debt, so as to convert the legal 
interest then due into principal—McGehee’s Administrator 7. 
George, Alabama Reports, vol. 38, p. 323. 

The defense of usury can only be set up by a party to the 
usurious contract, or by some one having an interest in, or preju- 
diced by the same—Lehman, Durr & Co. v. Marshall, Ada. 
Reports, vol. 47, 323. 

A debtor may pay usurious interest on his debt, and he may 
convey his property for that purpose; and he alone can avail 
himself of the defense of usury.—Fielder v. Varner, Ala. Reports, 
vol. 45, p. 429. 

Usury is a personal defense, and cannot be taken adyantage of 
by a judgment creditor of the borrower.—Baskins v. Calhoun, 
Alabama Reports, vol. 45, p. 582. 

A mortgage is not fraudulent on account of usury in the debt 
intended to be secured, when the usury is not so excessive as to 
render the debt a simulated one.—Baskins 7. Calhoun, Alabama 
Reports, vol. 45, p. 582. 


II. Arizona TERRITORY. 


In the absence of a contract the legal rate is ten per cent., but 
parties may agree, in writing, upon any rate, and a judgment on 
such contract shall bear interest at the same rate as agreed upon 
in the contract. 
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III. ARKANSAS. 


When no rate is agreed upon, the legal rate is six per cent. 
Parties may agree upon any rate. ‘The constitution prohibits the 
passage of any usury law by the legislature. 


Where the action is upon a writing obligatory for the pay- 
ment of money, and the plea sets up that it was agreed be- 
tween the parties thereto that it should be paid in Confederate 
money, which, at the time the contract was made, was worth but 
twenty cents on the dollar, /e/d¢, that the plea sets up a parol 
contract, different in terms from that declared upon, and which 
presents no valid defense to the action. 

The plea of usury must always aver the intention to take or 
reserve more than the legal rate of interest. 

Where the contract, by its terms, does not import usury, it 
must be proved that there was some corrupt agreement, device or 
shift, to cover usury. 

The fact that a contract in terms, payable in so many dollars, 
and drawing ten per cent. interest, was in fact agreed to be paid 
in Confederate money, which was greatly depreciated, is not alone 
sufficient to prove an intention to reserve more than the legal rate 
of interest—Moody v. Hawkins, Arkansas Reports, vol. 25, p. 191- 


To constitute usury there must always be a loan in contem- 
plation by the parties. 

No contract which, in its inception, is unaffected by usury, can 
ever be invalidated by any usurious transaction. ‘To constitute 
usury there must be an intent to contract for and to take usurious 
interest. 

A note for $700, bearing interest at ten per cent., the consid- 
eration of which was oxen, worth $200 and $500 of Confed- 
erate money worth but fifty cents on the dollar, is not usurious 
in its inception. 

The facts and acts which constitute usury and an_ usurious 
interest, must be averred in the plea with certainty and not left 
to inference.—Jordan v. Mitchell, Ark. Reports, vol. 25, p. 258. 


While the law of the place of the contract interprets and 
construes it—the law of the place where it is put in suit deter- 
mines all questions as to the manner in which the same may be 
enforced. 

Usury should be specifically pleaded; it is not sufficient to 
aver that a note was made, signed, sealed and delivered at a 
particular place; facts, sufficient to show the intention of the 
parties, should be averred. 

A corrupt agreement and the intention to take or reserve more 
than the legal rate of interest, are essential ingredients in all 
usurious contracts, and must be averred in a plea of usury.— 
Laird v. Hodges, Ark. Reports, vol. 26, ~. 356. 
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IV. CALIFORNIA. 


The legal rate is ten per cent. from the time the debt becomes 
due till judgment is entered, after which it draws seven per cent. 
Parties, however, may agree upon any rate. 

By the use of the term, legal interest, in a statute, must be 
understood interest at a rate per cent. fixed by law in the absence 
of special contract, at the date of the passage of the act.— 
Beals v. Amador County, 35 California, p. 625. 

Without an express contract in writing made by the testator, 
providing for a higher rate of interest than ten per cent. per 
annum, the executors have no authority to consent to the entry 
of a judgment bearing a greater rate of interest than ten per cent. 
per annum; and if they do so they should be charged with the 
excess of interest in their final account.—Matter of Estate of 
Isaacs, 30 California, p. 105. 

Where A executes a promissory note to B, bearing interest at 
three per cent. per month, and C, D, and E sign the note as 
sureties for A, and B afterwards recovers judgment on the note 
against A, the maker, and the sureties, and the sureties pay the 
judgment; in an action by the sureties against the maker for 
the money thus paid, they can only recover judgment for the 
amount of money paid, with interest, at the rate of ten per cent. 
per annum, from the time of payment. 

Where there is no agreement of contract in writing, fixing a 
different rate of interest, parties are limited in their recovery to ten 
per cent. per annum. 

The rate of interest fixed in a promissory note is not a con- 
tract or agreement in writing between the maker of and sureties 
on the note.—Smith v. Johnson, 23 California, p. 63. 

The act of March 3oth, 1868 (Statutes 1867-8, p. 553), reduced 
the rate of interest in case of the absence of a contract from 
ten to seven per cent. per annum; and the effect was that though 
ten per cent. might be computed up to the taking effect of 
that act, only seven per cent. was allowable afterwards. 

The act of March 3oth, 1868 (Statutes 1867-8, p. 553), reducing 
the rate of interest, was only prospective in its operation, and was 
not intended to take away or impair rights, which had already 
accrued under the prior statutes—White v. Lyons, 42 Cal, p. 279. 


V. COLORADO. 


Parties may agree upon any rate if settled in writing. In the 
absence of an agreement the legal rate is ten per cent. 


VI. CONNECTICUT. 


Parties may agree, in writing, upon any rate. In the absen 
of an agreement the rate is six per cent. 





BANKER’S MAGAZINE. (July, 


VII. DacoTan. 


Seven per cent. is the legal rate in the absence of an agree- 
ment. 

Parties may stipulate for any rate, not to exceed eighteen per 
cent. Usury renders the contract void. Neither principal nor 
interest can be recovered. 


VIII. DELAWARE. 


The legal rafe is six per cent. The penalty for usury is the 
forfeiture of principal and interest. 

In an action upon a promissory note against an endorser, the 
maker of it is a competent witness for the defendant. 

- No action will lie against the endorser of a promissory note for 
the accommodation of the maker, by the holder of it who dis- 
counted it for the latter with the knowledge of its character, at 
a higher rate of discount than six per cent., for it was in effect a 
loan of money to the amount advanced upon it, within the 
meaning of the statute against usury, and as such was void for 
that reason, notwithstanding the statute does not in terms provide 
or declare that a loan or contract made contrary to the provisions 
of it shall be void.—Cook v. Peirce, Houston’s Delaware Reports, 
vol. 2, p. 499. 

In an action of debt gai 4am under the statute against usury, 
to recover the forfeiture and penalty imposed by it, at the suit of 
the surety, the principal in the bond given to secure the payment 
of the money borrowed is a competent witness to prove the usury. 

The offence is consummated, the forfeiture is incurred, and the 
cause of action accrues under the statute, not when the loan is 
contracted and the money is advanced by the lender, but when 
the debt is paid by the borrower; and the forfeiture ought not to 
exceed the actual amount lent without interest thereon.—Gardner 
v7. Daniel, Houston’s Del. Reports, vol. 2, p. 300. 


IX. Districr or CoLuMBIA. 


The legal rate is six per cent., but parties may agree, in writing, 
for any rate not to exceed ten per cent. An agreement to receive 
more thar six per cent., if verbal, or to receive more than ten, in 
writing, forfeits the whole interest. Only principal can be re- 
covered, and the whole interest may be recovered back if suit is 
commenced within one year from the payment of the interest. 
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X. FLoripa. 


Eight per cent. is the legal rate in the absence of an agree- 
ment. Parties may agree upon any rate. The usury laws have 
been repealed. 

The statute of usury (Th. Dig., 234, S. I.) refers to contracts 
of the loan of money or things of value for a specified interest or 
compensation for their use, according to their value; and such 
contracts as provide for a certain uncontingent repayment of the 
principal sum or value, and a certain uncontingent rate in value 
for its use, and unless a contract is in violation of this principle, 
it does not come within the prohibition of the statute, and there- 
fore, a contract to repay one and a-half bushels of corn within a 
year for one bushel advanced, is not within the® prohibition of the 
statute of usury, because the value of the article is fluetuating, and 
the increased quantity may not be equal, in money value, at the 
time of payment, to the value of the principal or thing loaned at 
the time of the loan.—Morrison 7. McKinnon, 12 Fla. Rep., p. 552. 

The: compounding of interest is not usurious under the laws of 
this State which limited the rate of interest.—County Commissioners 
of Columbia County v. King, vo/. 13, Florida Reports, p. 451. 


XI. GEorGIA. 


The legal rate is seven per cent. in the absence of an agree- 
ment. Parties may fix their own rate, if in writing. There is no 
usury law. 

Where one partner borrowed money in the name of the firm 
and promised to pay usurious interest, the other partner cannot 
set up the illegality of the contract and thereby defeat the right 
of the creditor to recover back from the partnership his principal 
and legal interest. Under our law the contract is illegal to the 
extent of the usurious interest only.—Dillon 7. McRae, 40 Georgia 
Reports, p. 107. 

A contract to pay money at a subsequent period, with interest 
to be paid annually and if the interest be not paid annually then 
to become principal, is valid; it is neither usurious, unconsciona- 
ble, nor contrary to public policy, and the courts will enforce such 
a contract. If the interest accruing be not paid, when due, suit 
may be maintained to collect it.—Scott, Trustee, 7. Saffold, 37 
Georgia Reports, p. 384. 


XII. IpaAuHo. 


The legal rate in the absence of an agreement is ten per cent., 
but parties may agree, in writing, upon any rate not to exceed 
twenty-four per cent. The party receiving a higher rate forfeits 
three times the excess and is liable to a fine of three hundred 
dollars or six months’ imprisonment, or both. 
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XIII. ILurois. 


The legal rate is six per cent., except that by agreement it may 
be not to exceed ten. If a higher rate is taken or agreed to be, 
the whole interest is forfeited. 


Usurious transactions, from the actual or presumed disparity of 
condition between the parties, the borrower being generally con- 
trolled by a necessity which places him measurably within the 
power of the lender, have ever formed an exception to the general 
rule that parties shall be deemed iz pari delicto, when they inten- 
tionally participate in the violation of law, the borrower being 
regarded as under such constraint of circumstances, such moral 
duress, as to take from him the character of farticeps criminis.— 
Hewitt 7. Dement, 57 Lil., p. 500. 


A purchaser of land being unable to meet his payments 
promptly, executed to his vendor a new note, payable in gold 
coin, or in United States treasury notes, with.a premium to be 
added equal to the difference between the value of gold and 
treasury notes, on a certain day, which was largely more than the 
rate of interest allowed by law. The original contract was paya- 
ble in treasury notes. AHe/d, the new note was usurious, as it 
gave to the vendor more than the legal rate of interest.—Gates 7. 
Hackethal, 57 ///., ~. 534. 


A promissory note was given for $146.15, payable eighty days 
after date, with interest at twenty-four per cent. per annum, a/er 
maturity, as compensation and damages for non-payment. /e/d, 
that rate of interest was recoverable, to be computed from and 
after the maturity of the note, if it was not then paid. Such a 
note is not usurious.—Davis v. Rider e¢ a/, 53 //., p. 416. 


A note executed in this State, payable in New York, renewable 
at intervals of sixty or ninety days, the maker paying the exchange, 
is not usurious.—Griffin v7. Marine Co. of Chicago, 52 ///., p. 132. 

Under the interest law of 1853, a corporation cannot interpose the 
defense of usury in any action. —American Central Railway Co. 7. 
Miles, 52 ///., 174. 

On a note or account made in another State, and the rate of 
interest is not named in the note, and there is no proof of the 
rate of interest notes and accounts bear where the indebtedness 
was incurred, it is error to allow more than the rate allowed by 
our law in the absence of contract.—Hall v. Kimball, 58 ///, /. 58. 


The law allowing interest at the rate of ten per cent. to be con- 
tracted for, there is no objection to an agreement to pay that rate 
of interest in consideration of forbearance in the collection of a 
note drawing only six per cent. interest.—Austin 7. Bainter, 50 
Mllinots, 308. 

Where one, who has collected money for another, agrees ver- 
bally to pay ten per cent. interest thereon, in a suit to recover the 
money, interest at that rate should be allowed.—Carr vy. Miner, 42 
Illinois, 180. 
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Where, on bill filed to redeem from a mortgage, an amount is 
found to be due the mortgagee on the rgth of February, 1856, 
upon which the mortgagor had agreed to pay interest at ten per 
cent., the interest law of 1849, being then in force, would govern 
the rate of interest, and it appearing the transaction was not for 
money loaned, and usury being relied upon, only six per cent. 
was allowed.—Cushman 7. Sutphen, 42 J//inois, 256. 

A party cannot recover back, either at law or by bill in equity, 
usurious interest which he has paid.—Pitts e¢ a/. v. Cable, 44 //- 
nots, 103. 


XIV. INnpDIANA. 


The legal rate is six per cent. where there is no contract. 
Parties may agree, in writing, upon a rate not to exceed ten per 
cent. All interest exceeding ten per cent. per annum is usurious 
as to the excess only. 

By a law passed in February, 1873, judgments shall draw the 
same rate as contract, not exceeding ten per cent. on contracts 
made since that law was passed. 

The interest law of March gth, 1867, rendered valid contracts 
for interest at a greater rate than six per cent., made before its 
passage.—Highfill 7 McMickle, Administrator, 39 /nd., 270. 

One who has paid, or agreed to pay, interest at a higher rate 
than ten per centum per annum, can only recoup or defend against 
the excess over ten per cent.—Yancy ef a/. v7. Teter ef al, 39 
Ind, 305. 

Usurious interest paid at a time when the interest law of 1865 
was in force, cannot be recovered back or constitute a defense in 
a suit for the principal—Bowen ef a/. v. Wood, 35 /vd., 268. 

The law in force at the time the remedy is sought upon a con- 
tract governs as to questions of usury.—Perrin 7. Lyman’s Admin- 
istrator, 32 /ud., 16. 

An agreement for a usurious rate of interest does not make a 
contract void.—Charlton e/ a/. v. Tardy, 28 Znd., 452. 

Where a person contracts for the payment of a higher rate of 
interest than can at the time be lawfully contracted for, but the 
law in force at the time the remedy is sought against him allows 
parties to contract for the payment of such higher rate, the latter 
law controls.—Klingensmith ef a7. 7. Reed, 31 Zna., 389. 

The act of 1867, increasing the maximum rate of interest to ten 
per cent., when that rate is provided for by contract, in writing, 
does not affect the third section of the act of 1861, enacting, that 
interest on a judgment, or decree for money, shall be from the 
date of signing until the same be satisfied, at the rate per cent. 
agreed upon by the parties in the original contract, not exceeding 
six per cent., and if there was no contract by the parties as to 
interest, then at the rate of six dollars a year on one hundred 
dollars.—Smith ¢. ‘Thomas, 31 /vd., 280. 
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XV. Iowa. 


The legal rate is six per cent., except that by agreement it may 
not be to exceed ten. If a higher rate is agreed upon the plaint- 
iff cannot recover any interest or costs. 


A decree ordering the reconveyance of land held under an ab- 
solute deed, as security for the payment of a note tainted with 
usury, should require, as a condition precedent to such recon- 
veyance, a payment of the sum actually found due the holder of 
the note.—Vennum 7. Babcock e¢ a/., 13 Jowa, 194. 

Where money is borrowed at usurious interest, and a part 
thereof, with the usury, is paid, and a note given at a legal rate 
of interest for the balance, the contract is tainted with usury.— 
Callanan ef a/. v. Shaw, 24 Jowa, 441. 


If the maker of a usurious note represents to a person about to 
purchase the same, that there was no usury in it, and such person 
takes it upon the faith of such representations, and without any 
knowledge of its being usurious, the maker is estopped from after- 
ward setting up the defense of usury; a/ter, if such representations 
were not relied upon, or the assignee had knowledge of the usury. 
—Callanan ef a/. v. Shaw, 24 Zowa, 441. 

The provisions of the statute against usury apply not only to 
contracts for the loan of money, but to those of purchase or sale 
of real estate and to all contracts wherein an unlawful rate of 
interest is provided for—Callanan ef a/. v. Shaw, 24 /owa, 441. 

The dona fide purchase of an accommodation note by a person 
ignorant of the character of the paper, for a less sum than its 
face, or at a greater rate of discount than legal interest, is not a 
usurious transaction; and the defense of usury is not available by 
the maker in an action against him on the note by such holder. 
—Dickerman v. Day ef al, 31 Jowa, 444. 


XVI. KANSAS. 


The legal rate is seven per cent. where there is no contract, 
but parties may agree, in writing, upon any rate not to exceed 
twelve per cent., and the judgment shall bear the same rate as the 
contract, not exceeding twelve per cent. 

Usury forfeits excess over twelve per cent. 

A mortgage made in July, 1868, covenanted for the payment of 
the debt secured, and for twelve per cent. interest thereon, and 
the further sum of two hundred dollars liquidated damages, in case 
of foreclosure of the mortgage: //e/d, that the stipulation for liqui- 
dated damages in such case is in contravention of the law, and 
void.-—Kurtz v. Sponable, Kansas Reports, vol. 6, ~. 395. 

The taking of full legal interest in advance on a loan upon note 
and mortgage for one year is not usurious.—Tholen v. Duffy. 
Kansas Reports, vol. 7, p. 405. 
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The rate is six per cent., but parties may contract in writing for 
a rate not exceeding ten per cent. per annum, and a judgment 
will draw the rate provided for in the contract, not to exceed ten 
per cent., except in case of the death of the payor; the contract, 
after maturity, will bear only six per cent. Judgments will bear 
the same rate as the contract in writing, not to exceed ten per 
cent. An agreement to receive more than ten per cent. forfeits the 
whole interest, and if the lender refuse a tender of the principal 
without interest before suit he will have to pay the cost of suit. 

A defendant in an action who has permitted judgment by default, 
and who has paid off and satisfied the same upon execution, can 
afterward maintain an action in equity against the plaintiff for 
usury embraced in said judgment, notwithstanding he knew when 
the judgment was rendered, and when the money was paid, that 
the usury was embraced in the judgment.—Ross v. Ross, 3 Mev. 
Ky., 247. 

A defendant sued for usury pleaded: that he had sued on the 
debts alleged to have embraced the usury and obtained judgment 
at law: that execution issued on the judgment was returned “no 
property,” and that he had subsequently sued in equity to subject 
the interest of the plaintiff in certain lands to the payment of the 
debts, which had been done, and the debts satisfied. He/d, that 
these facts presented no defense to the action.—Scott v. Shrop- 
shire, 2 Duv. Ky., 153- 

A firm of bankers held the note of H for $6,000, which one of 
the firm assigned to his son as an advancement. ‘The obligor 
took up the note by giving two notes payable to two other per- 
sons, who indorsed them to the son. In an action by the latter on 
the two notes, the obligor alleged and proved that the firm were 
the owners of the notes sued on, and that he had paid them large 
amounts of usury on the transaction. //e/d, that he was entitled 
to an abatement for the usury so paid.—Humphreys 7. Pearce, 1 
Duvall, 237. 

On the 1st of August, 1862, A borrowed of G legal-tender Uni- 
ted States treasury notes, and agreed to pay their, nominal amount 
in gold, with usurious interest, and executed his several notes 
therefor, payable in one, two, three and four years. Held, that to 
the extent of the difference between the value of the currency 
when loaned and gold the obligation must be considered as an 
evasion of the usury laws.—Glass v. Abbott, 6 Aush., 622. 


( Zo be continued. ) 
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ONE HUNDRED YEARS AGO. 
FINANCE IN 1774. 


THomMAsS HUTCHINSON, counsellor, lieutenant-governor and chief- 
justice of Massachusetts, sailed from Boston, June 1, 1774, never .to 
return to his native land. He was one of the ablest and most ac- 
complished men of the province, and had been its most eminent 
and influential citizen. But his political sympathies were on the 
side of the mother-country, and the sentiment toward him 
changed, therefore, to one of deep animosity. 

That there were, however, occasions in his public career for 
which Massachusetts owes to Governor HuTCHINSON a debt of 
gratitude is evident. 

From a sketch of his life which appears in the Boston Commer- 
cial Advertiser we take the following: 


For the purpose of defraying the cost of the expedition against 
Louisburg and other military enterprises during the war between 
France and England, which was terminated by the peace of Aix- 
la-Chapelle, in 1748, Massachusetts had issued bills of credit to 
the nominal amount of about twenty-two hundred thousand pounds 
provincial currency, but really representing about four hundred 
thousand pounds sterling, As no adequate provision had been 
made for their redemption the bills rapidly depreciated in value; 
and the inevitable consequences ensued. Governor HUTCHINSON, 
then Speaker of the House of Representatives, tells the story in a 
striking passage in his History of Massachusetts. “The apprehen- 
sion of their depreciation,’ he says, “tended to increase it, and 
occasioned a quick circulation, and for some time, even for Eng- 
lish goods, which ordinarily sell for the longest credit, nobody 
pretended to ask credit. ‘They were constantly, however, dying in 
somebody’s hand, though nobody kept them long by them. Busi- 
ness was brisk; men in trade increased their figures, but were 
sinking the real value of their stock; and what is worse by en- 
deavors to shift the loss attending such a pernicious currency 
from one to another, fraudulent dispositions and habits are ac- 
quired, and the morals of the people depreciate with the cur- 
rency.” It was when the bills had depreciated to such an ex- 
tent that eleven or twelve hundred pounds were not worth more 
than one hundred pounds sterling, that Parliament voted to re-im- 
burse the province for its war expenses to the amount of about 
one hundred and eighty-three thousand pounds sterling. There 
were men in places of authority and influence then, as there are 
now, who believed that an irredeemable paper currency was a 
great blessing, and who were opposed to any comprehensive 
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scheme for bringing back the currency to a stable condition. 
Fortunately HuTcHINSON was not one of them; and he devoted 
the whole force of his intellect to the preparation of a plan for ap- 
plying the war indemnity toward a redemption of the outstanding 
bills of credit and for extinguishing the residue by a direct tax. 
The measure which he introduced for this purpose was at first re- 
jected, but such was the confidence in him at that time that a 
reconsideration was carried; and his bill became a law. The re- 
sult proved the wisdom of Hurcuinson’s plan, and the superi- 
ority of a hard money currency over a fluctuating paper medium. 
“The apprehension of a shock to trade proved groundless,” says 
the historian; “the bills being dispersed through every part of the 
province,” the silver took place instead of them, a good currency 
was insensibly substituted in the room of a bad one, and every 
branch of business was carried to greater advantage than ever 
before. Well might JoHN Apbams write of HuTCHINSON sixty 
years afterward—* As little as I revere his memory I will acknowl- 
edge that he understood the subject of coin and commerce better 
than any man I ever knew in this country.” 


Seven or eight years before this, almost at the beginning of his 
public career, Hurcuinson had shown, by a strenuous opposition 
to the Lanp Bank, how thoroughly he understood the principles 
of finance. The capital of this notable institution was to be one 
hundred and fifty thousand pounds, for which bills were to be 
issued to the subscribers on the security of a mortgage of real 
estate, or of personal bonds with two sureties. ‘The annual inter- 
est was to be three per cent., and five per cent. of the principal 
was to be repaid yearly. ‘The directors were also authorized to 
receive payments in the produce or manufactures of the Province 
at such rates as they might fix. HuvrcHINson’s opposition to this 
hopeful scheme was ineffectual; but it was not the less creditable 
to him. The bank went into operation; and its directors, we are 
told, “purchased every sort of commodity, ever so much a drug, 
for the sake of pushing off their bills, and by one means or other 
a large sum, perhaps fifty or sixty thousand pounds, was abroad.” 
As no means were provided for the redemption of the bills the 
evil threatened to become very great, and to plunge the province 
in confusion; and finally the interference of Parliament was _in- 
voked. The bank was then dissolved, with considerable loss to 
its promoters, since many of the bills had been issued at much 
less than their nominal value, and were now to be redeemed at 
their face. 


Of the services which HutTcHinson rendered as one of the com- 
missioners for settlmg the boundary between Massachusetts and 
New York, and in other less conspicuous positions, we need not 
say a word. But we ought to add that in his history of Massa- 
chusetts we have a perpetual monument to his memory, and a 
convincing proof that, in spite of his defects in character and er- 
rors in judgment, he loved his native land with a genuine affec- 
tion. 
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THE PUBLICATION OF NATIONAL BANK REPORTS. 


Treasury Department, Office Comptroller of the Currency, 
* Washington, June 1, 1874. 

The act of March 3, 1869, regulating the reports of National 
banking associations, provides, among other things, that each re- 
port made to the Comptroller of the Currency shall be published 
by the bank making the same, which publication shall be “in the 
same form in which it is made to the Comptroller.” To insure 
compliance with this requirement, blank publisher’s certificates are 
sent to the banks whenever a report is called for, on which are 
printed, conspicuously, full instructions in regard to publishing, 
together with a sample of the form of publication required. 

But it has long been noticed that while most of the banks ob- 
serve strictly such requirements and instructions, there are many 
others which, through inadvertence or other cause, habitually 
neglect or violate them. It is therefore thought best to call atten- 
tion to the subject in this manner, and to request that a// banks 
shall hereafter comply with the requirements of the law as to such 
publications. 

The main requirement here referred to is that nothing which is 
material and essential in the original report shall be omitted in 
the printed one. The report as published should give the full 
title of the bank, and the name of the village or city, as well as 
of the State or Territory, in which it is situated. If any of the 
items appearing in the blank forms remain blank in the report 
sent to this office, such items, only, may be omitted from the pub- 
lication. All other items should be printed precisely as they 
appear in the original report, with the exceptions that the three 
items of “ Banking house,” “Other real estate,” and “ Furniture 
and fixtures,” may be printed under one head and called “ Real 
estate, furniture, and fixtures,” and that the amount of circulating 
notes outstanding may be shown in one item, instead of in three 
as in the original. 

The affidavit and signature of the cashier or president of the 
bank, the certificate of the magistrate or notary, and the attesta- 
tion of at least three directors, must be printed precisely as they 
appear in the original report. 

The publication must be in a newspaper 7x the place where the 
bank is established ; or if there be no newspaper in the place, then 
in the one published xearest thereto in the same county, 

Hereafter, as an additional aid in securing correct publications, 
sample forms for printed reports will be printed on the backs of 
the certificates sent from this office, which forms will be sufficiently 
large to enable the banks to enter thereon a transcript of their 
original report. Bank officers are requested to use these forms in 
furnishing “copy” to the printer for publication. 

It is hoped and expected that attention having thus been called 
to this subject, future publications will show no cause for further 
unfavorable criticism. Jno. Jay Knox, 

Comptroller of the Currency. 
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PRESIDENT GRANT ON THE FINANCIAL QUESTION. 


To a note from Senator Jones, of Nevada, requesting a written 
memorandum of the financial opinions expressed by him, Presi- 
dent GRANT returned, on June 4th, the following reply : 


Memorandum of views entertained on the subject of desirable 
legislation on finance: I believe it a high and plain duty to re- 
turn to a specie basis at the earliest practicable day, not only in 
compliance with legislative and party pledges, but as a step indis- 
pensable to lasting national prosperity. I believe further that the 
time has come when this can be done, or at least begun, with less 
embarrassment to every branch of industry than at any future time, 
after resort has been had to unstable and temporary expedients to 
stimulate unreal prosperity and speculation on basis other than 
coin, the recognized medium of exchange throughout the commer- 
cial world. The particular mode selected to bring about a restora- 
tion of the specie standard is not of so much consequence as that 
some adequate plan be devised; the time fixed when currency 
shall be exchangeable for coin at par, and the plan adopted rigid- 
ly adhered to. It is not probable that any legislation suggested 
by me would prove acceptable to both branches of Congress, and, 
indeed, full discussion might. shake my own faith in the details of 
any plan I might propose. I will, however, venture to state the 
general features of the action which seems to me advisable, the 
financial platform on which I would stand, any departure from 
which would be in a spirit of conference and harmony in defer- 
ence to conflicting opinions. 

First——1 would like to see the legal-tender clause, so-called, 
repealed; the repeal to take effect at a future time, say July 1, 
1875. This would cause all contracts made after that date for 
wages, sales, etc., to be estimated in coin; it would correct our 
note and coin value; the specie dollar would be the only dollar 
known as the measure of equivalents. When debts afterwards con- 
tracted were paid in currency, instead of calling the paper dollar 
a dollar and quoting gold at so much premium, we should think 
and speak of paper as at so much discount. This alone would 
aid greatly in bringing the two currencies nearer together at par. 

Second.—1 would like to see a provision that at a fixed day, 
say July 1, 1876, the currency issued by the United States should © 
be redeemed in coin on presentation to any Assistant Treasurer, 
and that all currency so redeemed should be cancelled and never 
reissued. ‘To effect this it would be necessary to authorize the is- 
sue of bonds payable in gold, bearing such interest as would com- 
mand par in gold, to be put out by the Treasury only in such 
sums as should from time to time be needed for the purpose of 


5 





66 BANKER’S MAGAZINE. [July, 


redemption. Such legislation would insure a return to sound finan- 
cial principles in two years, and would, in my judgment, work 
less hardship to the debtor than is likely to come from putting off 
the day of final reckoning. 


It must be borne in mind, too, that the creditor interest had its 
day of disadvantage also when our present financial system ‘was 
brought in by the supreme needs of the nation at the time. I 
would further provide that from and after the date fixed for re- 
demption no bills, whether of National banks or of the United 
States, returned to the Treasury to be exchanged for new bills, 
should be replaced by bills of less denomination than ten dollars, 
and that one year after resumption all bills of less than five dol- 
lars should be withdrawn from circulation, and in two years all 
bills of less than ten dollars should be withdrawn. The advantage 
of this would be the strength given to this country against a time 
of depression resulting from war, failure of crops or any other 
cause, by keeping always in the hands of the people a large sup- 
ply of the precious metals. With all smaller transactions con- 
ducted in coin, many millions of it would be kept in constant use, 
and, of course, prevented from leaving the country. 


Undoubtedly, a poorer currency will always drive the better out 
of circulation. With paper a legal tender and at a discount, gold 
and silver become articles of merchandise as much as wheat or 
cotton. The surplus will find the best market it can. With small 
bills in circulation, there is no use for coin except to keep it in 
the vaults of the banks to redeem circulation. During periods of 
great speculation and apparent prosperity there is little demand for 
coin, and then it will flow out to a market where it can be made 
to earn something, which it cannot do while lying idle. Gold, like 
any thing else, when not needed, becomes a surplus, and, like 
every other surplus, it seeks a market where it can find one. By 
giving active employment to coin, however, its presence can, it 
seems to me, be secured, and the panics and depressions which 
have occurred periodically in times of nominal specie payments, if 
they cannot be wholly prevented, can at least be greatly mitigated. 
Indeed, I question whether it would have been found necessary to 
depart from the standard of specie in the trying day which gave 
birth to the first legal-tender act, had the country taken the 
ground of no small bills as early as 1850. Again, I would pro- 
vide an excess of revenue over current expenditures. I would do 
this by rigid economy, and by taxation where taxation can best 
be borne. Increased revenue would work a constant reduction of 
the debt and interest, and would provide coin to meet demands 
on the Treasury for the redemption of its notes, thereby diminish- 
ing the amount of bonds needed for that purpose. All taxes, 
after redemption begins, should be paid in coin or United States 
notes. This would force redemption on the National banks. With 
measures like these, or measures which would work out such re- 
sults, I see no danger in authorizing free banking without limit. 
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INQUIRIES OF CORRESPONDENTS, 


I.—Stolen Bonds as Collateral Security. II.—The Protest of Lost Notes. 
ITI.—Protest When Place of Payment is Doubtful, IV.—Payment to Bearer 
of Checks Endorsed to Order. V.—The Right to Hold Collection Paper. VI, 
—Drafts in evasion of Stamp Duty. 


I.—STOLEN BoNnpDs AS COLLATERAL SECURITY. 


NATIONAL BANK, Boston, 1874. 


To the Editor of the Bankers Magazine. 

Can a bank lawfully retain and apply towards the payment of an existing 
debt, municipal or other coupon bonds, pledged as collateral security with 
power of sale attached to note, the same having been stolen or perverted 
from proper use? 

Reply. 

If such stolen bonds were received, innocently, (that is, without knowledge 
by the lender of their “perversion from proper use’’), at the time of making 
the loan, they can be lawfully retained and applied to its payment. But if the 
loan had already been made before the receipt of the securities in question, 
the bank cannot hold them against the claim of their rightful owner. 


II.—THE PROTEST OF Lost NOTEs. 


BANK, St. Louis, 1874. 


To the Editor of the Banker's Magazine. 

Please answer the following question and confer a favor upon a number of 
bank officers here who differ in opinion regarding the | sgn at issue: 

Where a cashier or banker cannot obtain access to his vaults, through the 
circumstance of the combination being lost, or for other reasons, can he, in 
order to hold the endorsers upon paper that matures while the vault is so 
locked, protest the notes legally by serving notices on the endorsers, first 
drawing duplicate copies, and making demand for payment of the paper with 
said copies and not with the notes themselves ? 

Reply. 

If the impossibility of presenting paper so lost be plainly from no fault or 
negligence of the holder, a demand made of the payor upon a copy of the 
note or bill, accompanied by the tender of a proper bond of indemnity, and 
due notice of non-payment, would hold the endorser. Such a demand is clearly 
the duty of the holder according to Story on Promissory Notes (§ 290). But 
it is not safe to predict that a banker who loses the combination by which his 
vaults are opened, would escape the penalty of negligence. There is neither 
necessity nor excuse for such a loss, so long as it can be prevented by the 
simple expedient of recording the combination in more than one place. 
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ITI.—PROTEST WHEN PLACE OF PAYMENT IS DOUBTFUL. 
BANK, Vermont, 1874. 


To the Editor of the Banker’s Magazine. 
Please give me your opinion where the inclosed note is payable. In case of 
non-payment where could it be protested ? 
$ 100. Boston, Mass., April 10, 1874. 
Three months after date I promise to pay the bearer one hundred dollars, 


value received. GEORGE JONES, 
Bellows Falls, Vt. 


Reply. 

A careful banker will refuse to receive such a note without explicit instruc- 
tions from its depositor. Once taken, it is the holder’s duty to ascertain the 
maker’s place of business or residence, and failing, after diligent inquiry, to 
learn this, we should consider the note payable at the place indicated under 
the signature if in the same handwriting. 


IV.—PAYMENT TO BEARER OF CHECKS ENDORSED TO ORDER. 


NATIONAL BANK, Kansas, 1874. 


To the Editor of the Banker’s Magazine. 
Can you cite to me some decision covering a case similar to the one herein 


described ? 
A check, made payable to bearer, has passed into several hands and to 


John Smith, who endorses it payable to order of J. B. Thompson, and trans- 


mits to him by mail, or otherwise. 
In transit it is lost, and the finder, or some innocent holder, presents it for 


payment. The bank pays it without examining the back, as the check is pay- 


able to bearer. 
Query: Would the payment be valid, or would the bank be liable for 


second payment ? 


Reply. 


A check payable to bearer is an instrument complete without any indorse- 
ment. If the holder desire to change its payment from the bearer to some 
specified person, it is his duty, since he cannot alter the check, to call atten- 
tion, on its face, to the order written on its back. In the absence of anything 
directing attention to the change, we think that a bank whose teller had in- 
advertently paid it to bearer would not be compeiled, by law, to pay such a 
check a second time. There is no legal decision, so far as we know, upon 


this question. 


V.—THE RIGHT TO HOLD COLLECTION PAPER. 
NATIONAL BANK, Pa., 1874. 


To the Editor of the Banker's Magazine. 
Please inform me if, according to latest rulings, a creditor bank has any 
claim on collection paper maturing subsequent to failure of a debtor bank. 
Is it the —- of creditor bank to remit banks owning such collections upon 


proper orders being sent by both banks ? 
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Reply. 

A creditor bank has a valid claim on the collection paper of a debtor bank, 
held by the former, provided the paper be the property of the latter, and not 
left with it for collection by a third party. But if the debtor bank should be 
thrown into bankruptcy this claim would not hold. good. 

If the unmatured collection paper be shown to belong to a third party, it is 
the duty of the creditor bank to surrender it or to pay over the proceeds, 
upon proper orders from both the remitting bank and the true owner of the 


paper. 


VI.—DRAFTs IN EVASION OF STAMP DUTY. 


BANK, N. Y., —— 1874. 
To the Editor of the Banker's Magazine. 


I notice that a great many banks are writing their drafts “one day after 
date without grace,” to avoid paying stamp duty on them. 

Is this an evasion of the Internal Revenue Law? How does it affect the 
draft? Does it make it a time bill of exchange, and must it be presented 
one day after date and protested on that day in order to hold endorsers ? 

And how would this phrase affect the draft, “On demand one day after date 
without grace ?” 


Reply. 


Upon such drafts we have before given our opinion. The first mentioned 
are unquestionably an evasion of the Internal Revenue Law, and their tenor 
makes them bills of exchange, presentable on the day of their maturity in 
order to proper demand and protest. 

The phraseology, “on demand one day after date, &c.,”’ opens a point upon 
which we have never heard of a decision; but while, as evidently as the for- 
mer, an attempt at evasion of the stamp duty, we think that protest would 
hold good, if within any reasonable time after the date specified. 


BANK OF BriTisH NoRTH AMERICA.—The thirty-eighth yearly meeting of 
the shareholders of this bank was held in London on 2d June. The chairman 
considered himself fortunate in having to bring before them such a satisfac- 
tory report. Last year there had been a severe panic in New York, which 
had been felt throughout Canada, but they had scarcely suffered any loss 
therefrom, and the report showed the profit of 4 138,000. They had steadily 
grown from £ 70,000 in 1868 eos aw in 1869, £76,000 in 1870, £94,000 


in 1871, £117,000 in 1872, and £138,000 in 1873. These profits had arisen 
in great measure from their freedom from losses, which, in. banking business, 
is a great point. As experience taught the directors that they ought, in a 
good year, to supplement materially their reserve fund, they proposed to add 
to it & 38,000, making the total up to £240,000. They were actuated in this 
also, by the feeling that their business was increasing to such an extent as to 
require a good reserve, and he was sure that in adding £ 38,000 to that fund 
they would be supported by all interested in the bank. He had to add that 
the business was going on in a very Satisfactory way; they were perfectly 
satisfied with the way in which it was being conducted. The report was 
adopted, and the dividend at the rate of ten per cent. per annum declared, 
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Abstract of reports made to the Comptroller of the Currency, 
showing the condition of the National banks of the Unirep 
STATES, at the close of business, April 19, 1872, April 25, 1873, 


and May 1, 1874. 


RESOURCES. ae be 
Loans and discounts 
Overdrafts . . eae 
U. S. bonds to secure circul’n 374,428,450 00 
U.S. bonds to secure deposits 
U. S. bonds on hand....... 
Other stocks, bonds,&mortg’s 
Redeeming and reserve agt’s 
Due from other Nat. banks. 
Due from State banks &b’kers 
Real ee 
Current expenses - . 

Premiums paid. .. i 
Checks and other cash_ items 
Exchanges for clearing house 
Bills of other National banks 
Bills of State banks.......-. 49,180 00 
Fractional onan ti 

Specie -- 

Legal- tender notes. 
Clearing-house certificates. .. 
Three-per-cent. certificates. . 
U.S. certif. for legal tenders 


24,433.89 


1,743,052,213 55 


Aggregate Resources....-- 


April 19, 1872. 


LIABILITIES. +009 donde. 


Capital stock..-.... 
Surplus fund..-.....-.. 
Undivided profits... 

Natl. bank notes voutstand'g 325,305,752 00 


104,312,525 81 


State bank notes outstand’g —1,763,8 
Dividends unpaid.......... 
Individual deposits. - 

U.S. deposits. . —_ 
Deposits of disbur’g g officers . 
Due to National banks.. 

Due to State banks & bank’rs 
Notes and bills re-discounted 


ee eee 


620,775,265 78 . 


120,755,505 86 


Aggregate Liabilities 


15,169,000 00 . 
19,292,100 00 . 
21,538,914 06 . 
82,120,017 24 - 
36,697,592 81 - 
12,299,716 94 - 
30,809,274 98 - 

7,026,041 23 - 
6,544,279 29 - 
12,461,171 40 - 
114,195,966 36 . 
18,443,652 00 - 


2,143,249 29 - 
9 46 . 
103,308,455 00 - 
13,909,000 00 . 

3,880,000 00 . 


46,428,590 go . 
- 338,163, 
1,280,208 00 . 
1,462,336 77 . 
- 649,286,298 85 
7,880,057 73 - 
4,425,750 14 - 
- 126,631,926 24 . 
35,036,433 18 - 

pene: Bia 38 . 


5 00 . 
1,561,914 45 - 


6,355,722 95 - 
3,410,371 16 . 


35,005,127 84 - 
4,225,622 04 . 
5,821,551 76 - 


1,743,652,213 55 1,800,303,280 II 1,867,802,796 18 


April 25, 1873. 
1,962 danks. 


3,992,795 71 
* eles oe 
16,235,000 Oo 


9,613,550 00 - 
22,449,146 04 - 


88,815,557 80 


38,671,088 63 - 
12,883,353 37 - 
34,216,878 07 - 
7,410,045 87 . 
7,559,987 67 - 
11,425,209 00 . 
94,132,125 24 .- 
19,276,210 00 . 
33,992 00 - 
1973 37 - 
16,868,808 74 - 
99,935,287 00 - 
1,140,000 00 . 
10,000 00 . 
18,600,000 00 . 


1,867,802,796 18 


2,19) 


1,800,303,280 11 


—_ 25, 1873. 
1,962 danks. 


52,415, 
4, 00 


616,848,358 25 


7,059 12 


- 340,0 


May 1, 1874. 
1,978 banks. 


$ 841,069,414 77 $908,071,471 60 $919,258,917 97 
3,832,838 72 - 


4,088,112 82 
- Saaeaee 00 
14,890,200 00 
10,152,000 00 


25,400,460 20 : 


94,017,603 31 
41,291,215 24 
121374391 28 
36,708,066 39 
25475203 05 
680,370 84 
11,948, 598 31 
94,878,218 92 
20,636,358 00 
37,094 ‘00 
2,187,186 59 
32,569,969 26 
101,702,930 00 


40,125,000 00 


May 1, 1874. 
1,978 danks. 


-- $ 467,924,318 00 $ 487,891,251 00 $ 490,077,101 00 
- 115,805,574 57 - 
48 46 . 


{25,561,081 23 
5433 9713 13 

8,649 00 
1,229,857 00 
2,257,558 gI 


7:994,422 27 
3,297,689 2 
I 35,640,418 24 
48,683,924 34 
4,581,420 38 
4,772,062 59 
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NATIONAL BANKS OF THE CITY OF NEW YORK. 


May, 1874. 


Abstract of reports made to the Comptroller of the Currency, 
showing the condition of the National banks of the City of New 
York, at the close of business, April 19, 1872, April 25, 1873, 


and May 1, 1874. 


RESOURCES. 


Loans and discounts 
Overdrafts 

U.S. bonds to secure circul’n. 
U.S.bonds to secure deposits. 
U. S. bonds on hand 

Other stocks,bonds&m‘ gages 
Due from other Nat. banks. 
DuefromState banks & b’kers 
Real estate,furniture& fixtures 
Current expenses..-....-.. 
Premium paid 

Checks and other cash items. 
ExchangesforClearing House 
Bills of other National banks 
Bills of State banks.....--.- 
Fractional currency 

Specie 

Legal-tender notes. ...-..-. 
Clearing-House certificates - . 
Three-per-cent. certificates - - 
U.S. certif. for legal tenders. 


Aggregate 


LIABILITIES. 


Capital stock 

Surplus fund 

Undivided profits 

Nat. bank notes outstanding. 
State bank notes outstanding 
Dividends unpaid 

Individual deposits. ........ 


Deposits of disburs’g officers. 
Due to National banks. 
Due State banks and bankers. 
Notes and bills re-discounted. 
Bills payable 


Aggregate 


$ 419,978,063 20 


$ 71,785,000 00 


April 19, 1872. 


51 banks. 


$ 184,995,769 79 $ 190,199,469 


115,606 39 . 
36,412,100 00 . 
1,064,000 00 . 
6,648,600 00 . 
3:435,084 33 - 
13,888,375 40 
2,281,271 03 - 
7,994,643 45 - 
1,392,185 36 - 
1,217,730 61 
1,890,488 94 - 
95,680,377 58 - 
4,553,207 00 - 
4,001 00 . 
297;793 33 - 
16,646,423 99 - 
29,385,339 00 . 
11,485,000 00 . 
590,000 00 . 


April 19, 1872. 


51 banks, 


19,595,447 60 . 
11,225,208 17 . 
28,622,859 00 . 
213,220 00 . 
162,897 31 - 


202,480,727 72 . 


254,912 98 
68,578,248 18 “ 
17,059,542 24 . 


April 25, 1873. 
49 banks, 


24 $ 205,693,204 


237.346 Ir - 


34,246,100 00 
700,000 
3,473,990 
3,724,203 
13,908,614 
2,335,517 
8,591,162 
1,458,946 
$66,880 
1,825,260 
75,630,314 
3,246,253 
39472 
301,741 


oo - 


94 - 


13,088,250 93 - 


24,023,521 
470,000 


oO . 
oo . 


9,705,000 00 ; 


$ 388,041,606 83 


April 25, 1873. 
49 banks. 


-$ 70,985,000 00 
21,299,577 88 . 


May 1, 1874. 
48 banks. 
27 
360,993 61 
33,823,100 
650,000 
4,813,750 
5.148.259 
11,964,530 
2,473,247 
8,408,426 
1,130,901 
1,608,936 
2,278,295 
72,049,937 
3,361,081 
1,241 
274,284 
24,984,942 
20,199,021 


26,130,000 00 


$ 426,044,241 91 


May 1, 1874. 
48 danks, 


- $ 68,500,000 


12,100,727 58 . 
27:973:333 00 - 
147,293 00 - 
152,165 64 - 
171,489,753 63 - 
264,846 93 - 
31,584 79 - 
67,905,108 79 . 
15,623,401 81. 


62,753 78 - 
$ 419,978,063 20 $ 388,041,606 83 $ 426,044,241 91 


22,438,473 
12,260,639 
27,211,105 
115,706 00 
622,481 83 
193,088,433 71 
473,305 
10,084 
75,520,263 
24,991,493 


799,595 


53 


29 
So 
82 
84 


0o 
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ABSTRACT OF THE NEW CURRENCY BILL. 


The new currency bill, of which the full text is given on another page, is 
now a law. It contains the following points: 


1. The law requiring the National banks to keep on hand any reserve for 
the redemption of their circulating notes is sapeaied. 

2. The reserve of the banks shall hereafter be rated on the amount of 
deposits. 

3. Every National bank shall keep on deposit in the Treasury of the 
United States a sum in lawful money equal to five per cent. of its circulation 
for the redemption thereof, which shall be counted as part of its reserve. 

4. When National bank notes shall be presented at the Treasury for pay- 
ment, in sums of $1,000 or any multiple Qeveet the same shall be redeemed 
in United States notes. 

5. Whenever such redemptions for any bank shall amount to $500, said 
bank must deposit a like sum in lawful money on notice from the Treasury. 

6. So much of Section 32 of the National bank act is repealed as “ recog- 
nizes or permits’? the redemption of the notes of any bank elsewhere than at 
its own counter, except as provided in the new bill. 

7. Any bank desiring to withdraw its circulation, in whole or in part, may, 
on the deposit of lawful money in sums not less than $9,000, take up its 
pledged bonds to the amount of $10,000; but the amount of bonds ort 
deposit by any bank shall not be reduced below $50,000. 

& The charter number of the bank is to be printed on all bank bills here- 
after issued. 

g. The amount of legal-tender notes shall remain at the fixed sum of 
$ 382,000,000, and no part thereof shall be held or used as a reserve. 

10. So much of the act for the redemption of the three-per-cent.-loan cer- 
tificates, &c., as provides that no circulation shall be withdrawn until after the 
$ 54,000,000 granted in Section 1 thereof shall have been taken up, is re- 
pealed; and the Comptroller of the Currency is authorized to withdraw notes 
to that amount from associations where the circulation is in excess; and to 
re-distribute the same in States where there is a om deficiency, the same 
to be apportioned on population and wealth of the States applying for said 
circulation; but not more than $30,000,000 shall be so issued up to June 30, 


1875. 

The net result of these measures is— 

(1). The limitation of the legal-tender circulation to $ 382,000,000 where it 
now stands. 

(2). The establishment of a central redemption bureau at the Treasury. 

(3). The reduction of the reserve heretofore held on account of the bank 
circulation to five per cent. 
The circulation of banks in redemption cities is $ 106,055,910, 

of which twenty-five per cent. is......-..---..----------- $ 26,513,977 

Circulation of other banks $ 236,294,934, fifteen per cent. is..... 35:444,239 


Reserve heretofore required on bank circulation $ 61,958,216 
Five per cent. required under new bill 17,117,542 


Reduction of reserve under new bill ’ $ 44,840,674 
This is equivalent to an expansion of $ 44,840,674. 
Notwithstanding the plainness of the case, a controversy has already arisen 

as to whether the practical operation of the bill will be one of contraction or 

expansion. From these figures there appears to be no way of escape. 
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THE NEW CURRENCY BILL. 
APPROVED JUNE 22, 1874. 


“An Act fixing the amount of United States notes, providing for a redistribution 
of the National Bank Currency, and for other purposes.” 


SECTION 1. The act entitled ‘* An act to provide a National currency, secured 
by a pledge of United States bonds, and to provide for the circulation and redemp- 
tion thereof, approved June 3, 1864,” shall be hereafter known as “The National 
Bank Act.” 

Sec. 2. That Section 31 of “the National bank act’’ be so amended that the 
several associations therein provided for shall not hereafter be required to keep on 
hand any amount of money whatever by reason of the amount of their respective 
circulations ; but the moneys required by said section to be kept at all times on 
hand shall be determined by the amount of deposits in all respects, as provided 
for in the said section. 

Sec. 3. That every association organized or to be organized under the pro- 
visions of the said act, and of the several acts amendatory thereof, shall at all times 
keep and have on deposit in the Treasury of the United States, in lawful money of 
the United States, a sum equal to five per centum of its circulation, to be held and 
used for the redemption of such circulation; which sum shall be counted as a part 
of its lawful reserve as provided in Section 2 of this act; and when the circulating 
notes of any such associations, assorted or unassorted, shall be presented for re- 
demption in sums of $ 1,000 or any multiple thereof to the Treasurer of the United 
States, the same shall be redeemed in United States notes. All notes so redeemed 
shall be charged by the Treasurer of the United States to the respective associa- 
tions issuing the same, and he shall notify them severally on the first day of each 
month or oftener, at his discretion, of the amount of such redemptions ; and when- 
ever such redemptions for any association shall amount to the sum of $ 500, such 
association so notified shall forthwith deposit with the Treasurer of the United 
States a sum in United States notes equal to the amount of its circulating notes so 
redeemed. And all notes of National banks, worn, defaced, mutilated, or otherwise 
unfit for circulation shall, when received by any Assistant Treasurer or at any 
designated depository of the United States, be forwarded to the Treasurer of the 
United States for redemption, as provided herein. And when such redemptions 
have been so reimbursed, the circulating notes so. redeemed shall be forwarded to 
the respective associations by which they were issued; but if any such notes are 
worn, mutilated, defaced, or rendered otherwise unfit for use, they shall be for- 
warded to the Controller of the Currency, and destroyed, and replaced as now pro- 
vided by law; provided, That each of said associations shall reimburse to the 
Treasury the charges for transportation and the costs for assorting such notes; and 
the associations hereafter organized shall also severally reimburse to the Treasury 
the cost of engraving such plates as shall be ordered by each association respect- 
ively; and the amount assessed upon each association shall be in proportion to the 
circulation redeemed, and be charged to the fund on deposit with the Treasurer ; 
and, provided further, That so much of Section 32 of said National bank act re- 
quiring or permitting the redemption of its circulating notes elsewhere than at its 
own counter, except as provided for in this section, is hereby repealed. 

Sec. 4. That any association organized under this act, or any of the acts of 
which this is an amendment, desiring to withdraw its circulating notes, in 
whole or in part, may, upon the deposit of lawful money with the Treasurer 
of the United States, in sums of not less than $9,000, take up the bonds 
which said association has on deposit with the Treasurer for the security 
of such circulating notes, which bonds shall be assigned to the bank in the 
manner specified in the 19th section of the National bank act; and the 
outstanding notes of said association, to an amount equal to the legal-tender 
notes deposited, shall be redeemed at the Treasury of the United States, 
and destroyed, as now provided by law; frovided, That the amount of the 
bonds on deposit for circulation shall not be reduced below $ 50,000. 

Sec. 5. That the Controller of the Currency shall, under such rules and 
regulations as the Secretary of the Treasury may prescribe, cause the charter 
numbers of the association to be printed upon all National bank notes which 
may be hereafter issued by him. 


6 
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SEc. 6. That the amount of United States notes outstanding, and to be 
issued as a part of the circulating medium, shall not exceed the sum of 
$ 382,000,000, which said sum shall appear in each monthly statement of the 
public debt, and no part thereof shall be held or used as a reserve. 

Sec. 7. That so much of the act entitled, “An act to provide for the 
redemption of the three-per-cent. temporary-loan certificates, and for an increase 
of National bank notes” as provides that no circulation shall be withdrawn, 
under the provisions of Section 6 of said act, until after the $54,000,000 
granted in Section 1 of said act shall have been taken up, is hereby 
repealed; and it shall be the duty of the Controller of the Currency, under 
the direction of the Secretary of the Treasury, to proceed forthwith, and he is 
hereby authorized and required, from time to time, as application shall be duly 
made therefor, and until the full amount of the $55,000,000 shall be with- 
drawn, to make requisitions on each of the National banks described in said 
section, and in the manner therein provided, organized in States having an 
excess of circulation, to withdraw and return so much of their circulation as by 
said act may be apportioned to be withdrawn from them, or in lieu thereof 
to deposit in the Treasury of the United States lawful money sufficient to 
redeem such circulation, and upon the return of the circulation required, or 
the deposit of lawful money, as herein provided, a proportionate amount of the 
bonds held to secure the circulation of such association as shall make such 
return or deposit shall be surrendered to it. 

Sec. 8. That upon the failure of the National banks upon which requisi- 
tion for circulation shall be made, or of any of them, to return the amount 
required, or to deposit in the Treasury lawful money to redeem the circulation 
required, within 30 days, the Controller of the Currency shall at once sell, 
as provided in Section 49 of the National currency act, approved June 3, 
1864, bonds held to secure. the redemption of the circulation of the association 
or associations which shall so fail to an amount sufficient to redeem the circu- 
lation required of such association or associations, and with the proceeds 
which shall be deposited in the Treasury of the United States so much of 
the circulation of said association or associations shall be redeemed as will 
equal the amount required and not returned; and, if there be an excess of 
proceeds over the amount required for such redemption, it shall be returned to 
the association or associations whose bonds shall have been sold. And it 
shall be the duty of the Treasurer, Assistant Treasurers, designated deposi- 
taries, and National bank depositaries of the United States, who shall be 
kept informed by the Controller of the Currency of such associations as 
shall fail to return circulation as required, to assort and return to the Treas- 
uty for redemption the notes of such associations as shall come into their 
hands until the amount required shall be redeemed, and in like manner 
to assort and return to the Treasury for redemption the notes of such 
National banks as_ have failed or gone into voluntary liquidation for the 
purpose of winding up their affairs, and of such as shall Heo so fail or go 
into liquidation. 

Sec. 9. That from and after the passage of this act it shall be lawful for 
the Controller of the Currency, and he is hereby required to issue circulating 
notes without delay as applications therefor are made, not to exceed the sum 
of $55,000,000, to associations organized, or to be organized, in those States 
and Territories having less than their proportion of circulation under an ap- 
portionment made on the basis of population and of wealth, as shown by the 
returns of the census of 1870; and every association hereafter organized shall 
be subject to, and be governed by the rules, restrictions, and limitations, and 
possess the rights, privileges, and franchises, now or hereafter to be prescribed 
by law as to National banking associations, with the same power to amend, alter 
and repeal provided by “the National bank act,” provided, That the whole amount 
of circulation withdrawn and removed from banks transacting business shall 
not exceed $55,000,000, and that such circulation shall be withdrawn and re- 
deemed as shall be necessary to supply the circulation previously issued to the 
banks in those States having less than their apportionment. And provided fur- 
ther, That not more than $30,000,000 shall be withdrawn and redeemed as 
[herein] contemplated during the fiscal year ending June 30, 1875. 
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BANKING AND FINANCIAL ITEMS. 


REDEMPTION OF NATIONAL BANK NoTEs.—Perhaps the most important re- 
sult of the new currency act is to arise from the provision for the redemption 
of National bank notes under the direction of the Treasury Department. It is 
doubtful whether the members of Congress know how distinct is the step to- 
wards ultimate specie payment for which they have thus voted. The work 
of redemption seems at last to be provided for; and if carried out in good 
faith it will be worth more to the country than any of the other measures 
recently proposed to Congress. The practical difficulty of assorting the notes 
and presenting them for redemption is at once obviated, and the work will be 
greatly facilitated by the numbers to be hereafter stamped on all bills when 
issued. 

ORGANIZATION OF NEW NATIONAL BANKS.—The Comptroller of the Cur- 
rency is prepared to receive applications for the organization of National 
banks in all Western and Southern States. Applications may be made by 
letter, giving the names of not less than five shareholders of the proposed 
organization, which should be accompanied with the indorsement of the sen- 
ator or representative of the district where the bank is to be situated, giving 
satisfactory information in regard to the character and means of the appli- 
cants. Applications will be considered immediately upon their receipt, and, 
if approved, the necessary forms for the organization of the new banks will 
be at once transmitted. Under the new apportionment all the Western and 
Southern States and Territories, with the exception of Colorado, Montana and 
Wyoming, will be entitled to additional circulation. 


TAXATION OF SAVINGS BANKs.—The bill relative to taxation of certain Sav- 
ings banks, which has passed both Houses of Congress, provides “that no 
further collection of internal revenue taxes shall be made on the earnings of 
Savings banks or institutions for savings having no capital stock, and doing 
no other business but receiving deposits to be loaned or invested for the sole 
benefit of the parties making such deposits, without profit or compensation to 
the association or company, whether the earnings of the same have been or 
may hereafter be divided annually, semi-annually, or at any other period. 

This bill will relieve the Savings banks of the country from the payment of 
a tax on surplus dividends from 1864 to 1871, which, under a recent decision 
of the United States Supreme Court, they were liable to pay. The amount 
involved was quite large; in some instances the amount claimed from a single 
bank was as high as’ $30,000, two of the Massachusetts banks having over 
$25,000 each at stake. 


TREASURY DELINQUENTS.—The Senate Committee on Finance reported 
unfavorably on a resolution calling on the Secretary of the Treasury for the 
names of all disbursing officers of the government who are in default, with 
the amounts due from them, &c. The reason given was that it would take 
from three to six months to prepare the information, and involve an ex- 
pense of $ 75,000. 


THE BANKERS AND BROKERS’ Tax.—The suits brought in the United 
States Circuit Court against ex-collector Joshua fF. Bailey, by Messrs. 
Clark, Dodge & Co. and Frank Work, to recover taxes paid by them under- 
protest, were decided by Judge Woodruff on June 16th, in favor of the 
plaintiffs. The tax exacted was 1-24th per cent. on all money deposited with: 
the plaintiffs and liable to be withdrawn by drafts or checks and on all 
money borrowed on margins for their own use. The plaintiffs contended 
that money so held by them did not come within the provisions of the law 
imposing the tax. The amount sued for was about $20,000. These two were 
test cases, and the result of Judge Woodruff’s decision, if sustained, will be: 
to draw a very large sum from the U. S. Treasury. 
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THe LeGat-HoLipay Act.—A bill intended to furnish an intelligible sub- 
stitute for the present clumsy and obscure law on holidays was passed by 
the New York Legislature at its recent session. But through some inex- 
plicable trick its whole tenor was altered, and its object defeated. It was, 
therefore, very properly vetogd by Governor Dix, who says: “This bill 
repeals all acts inconsistent with it, and was designed to make bills of ex- 
change, etc., falling due on the enumerated holidays or on any Sunday, pay- 
able on the preceding day. It was introduced with such a provision; but it 
was altered on its passage through the two Houses by substituting the word 
* succeeding’ for ‘ preceding,’ and if approved, would annul the act of 1873, as 
amended by the second act of that year. Much confusion has arisen from 
these successive enactments and the various interpretations they have received. 
This bill, if approved, would add to it and establish a usage at variance with 
that of most commercial countries. It is, therefore, disapproved as unwise 
and vexatious.” 

THE SECOND TRIAL OF CALLENDER on the charge of making false re- 
ports of the condition of the OCEAN BANK, by which that institution was 
kept out of the hands of a receiver until its entire capital of one million dol- 
lars was swindled out of existence, and the stockholders brought into debt to 
the depositors, has resulted like the first, in a disagreement of the jury. It 
is not probable that the case will ever be tried again. After a short season 
it will slide quietly into oblivion. 

Mr. SAMUEL JAUDON died a few days since, aged 80 years. He was 
Cashier of the SECOND BANK OF THE UNITED STATES, in Philadelphia, and 
became President of the NEw YorK BRANCH OF THE PENNSYLVANIA BANK 
in which that institution was merged. In 1837 he visited England in the inter- 
ests of the latter. It failed in 1845 and he has lived in retirement since 
that time. 


THE STEAMER FARADAY landed the shore end of a new Atlantic cable 
on Saturday, May 30, at Barry Head, Nova Scotia. 

THE NATIONAL BANK OF COMMERCE.—The tenth annual statement to its 
shareholders of the BANK OF COMMERCE in New York, has recently been 
published. This is the bank of largest capital in the United States. We col- 
late the following interesting items of its condition: 


Surplus earned 
Deposits 

Circulation 

Profits, interest, etc 
Other items 


$ 29,028,702 
Loans and discounts.................. $12,945,481 
Stocks of United States...........-.-. 6,277,346 
Legal-tender notes...-..-.-...-.------ 5,184,495 
National bank notes and checks 2,705,862 
Specie 739,523 
Real estate, banking house, &c........ 500,000 
Interest accrued from various sources... 455,086 
CORES IRR 525 ooss adas docs: conienanas 220,909—$ 29,028,702 


The statement is clear, concise, neat, highly creditable to the management 
and most pleasing to the stockholders, who have received back in dividends, 
in the ten years of the existence of the bank under the National law, nearly 
the whole of their capital invested, and, in addition, have standing to their 
credit in undivided profits and real estate more than thirty-three per cent. of 
the par of their stock. It is to banks of this solid class that we are chiefly 
indebted for our commercial prosperity and National credit. When their con- 
nection with public interests is understood and justly appreciated, they will 
succeed the Independent Treasury as fiscal agents of the Government, and 
that crude and costly piece of financial machinery will be abolished. The 
aggregate amount of United States stocks and legal tenders held by the BANK 
or COMMERCE is $11,461,482. 
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The NATIONAL TRusT ComPANY, of this city, has declared a dividend of 
four per cent., payable July rst. 


Messrs. DUNCAN, MATHEWS & Co., recently established at the corner of 
William and Pine Streets, are transacting not only a foréign exchange, but a 
general banking business, more especially with bankers and merchants out of 
town. Their card will be found in our advertising sheet. 


Messrs. Fisk & HATCH announced their readiness to pay before maturity 
their certificates of indebtedness, maturing June 24th, by the following 
circular : 

New York, June 15, 1874. 

Our certificates of indebtedness, due June 24, will be paid on presentation, 
with interest to date of payment. 

If presented after June 24th, the interest from that date will be at the rate 
of four per cent. per annum, as on current deposits. 

The certificates may be forwarded to us at any time after the receipt of 
this, for remittance, or for credit on account subject to draft, as holders may 
direct. Very respectfully yours, Fisk & HATCH. 


REMOVAL.—Messrs. DONNELL, LAwson & Co. have taken possession of 
their new office, No. 92 Broadway, where they find increased facilities for 
their growing business. Honorable dealing, promptness and courtesy will 
make friends and attract custom even when times are dull. 


GUARDIAN SAVINGS .BANK.—Mr. Jeremiah Quinlan, receiver of the GUARD- 
IAN SAVINGS BANK, paid a dividend of twenty per cent., on June 6th, to the 
depositors of the late bank. This dividend makes a total of ninety per cent. 
paid, leaving five-per cent. still to be paid. 


The total debt of the City and County of New York on the Ist of June 
was $119,762,299, an increase of $ 11,000,000 since June 1, 1873. 


CALIFORNIA.—The Hon. FREDERICK F. Low, recently appointed General 
Manager of the ANGLO-CALIFORNIAN BANK in San Francisco, was formerly a 
successful banker in Marysviile, afterwards a Representative of California in 
Congress, then Governor of the State, and has only recently retired from the 
post of United States Minister to China. We wish the ex-Governor eminent 
success in his new position. 


THE ILLINOIS SUPREME CourRT has decided that the loan of 1869, by which 
it was proposed to make the State responsible for all railroad aid bonds issued 
by cities, towns and counties, is unconstitutional. This decision is of general 
interest inasmuch as such bonds are held throughout the country. 


ILLINOIsS.—-The PHENIX BANKING CoMPANY, of Chicago, (organized to suc- 
ceed the PEOPLE’s LOAN AND SAVINGS BANK), commenced business in June, 
with a capital of $250,000. President, WM. V, Kay; Cashier, CHARLES D. 
BICKFORD. 


Carlinville.—The old-established banlaing house of CHESNUT & DUBOIS 
having the addition of Mr. B. T. BurRKE, the firm name is now changed to 
BuRKE, DuBois & CHESNUT. Their exchange business is transacted as here- 
tofore with the National Park Bank and Knauth, Nachod & Kuhne at New 
York, and at other points with the correspondents announced in their card 
on our cover sheets. 

Warren.—The FARMERS’ NATIONAL BANK, of Warren, went into voluntary 
liquidation in May. Its late President and Vice-President compose the new 
banking firm of RoGerRs & RICHARDSON, who succeed to the business of the 
bank. Mr. S. A. CLARK is their Cashier. 


INDIANA.—The FARMERS’ LOAN & DeEposiIT BANK, of Rochester, closed its 
doors May 4th, and passed into the hands of assignees chosen by the creditors. 


KENTUCKY.—The NATIONAL SOUTHERN KENTUCKY BANK of Bowling 
Green was organized in May, with a capital of $50,000. President, CHARLES 
A. Nazro; Cashier, H. L. UNDERWoop. This bank succeeds the SOUTHERN 
KENTUCKY BANK of Messrs. Nazro and Underwood. 
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MICHIGAN.—The mining district is afflicted with a shinplaster currency, of 
which the /ron Home says: 
_ “There was a time when bankers took this money at par, when it did not 
inconvenience our people to any extent; and its circulation was encouraged in 
defiance of law on account of its convenience, and to encourage the enterprise 
of the companies. But even then it was worthless one hundred miles from 
home, or, at least, could not be used without being submitted to a heavy 
shave. And now, since the panicky times, it has become an absolute 
nuisance. 


Grand Rapids—On June 15th, Mr. A. J. Wells, book-keeper in M. V. 
Aldrich’s bank, dropped dead from heart disease, while in the First 
NATIONAL BANK, transacting business. 


MissouRI.—The third anniversary meeting of the BANK CLERKS’ AsSOcIA- 
TION of St. Louis was held on May 25. The president’s report shows a con- 
dition of vigor and usefulness. The association is stronger in finances and in 
membership than a year ago. The number of members at date of last report 
was 146; new members added, 34; deaths, 2; resignations, 3; dropped from 
rolls, 13; present membership, 162. We shall endeavor to find space in our 
next number for the report in full, which has reached us too late for the 
present issue. 


NATIONAL BANK LOANS ON REAL EsTATE SeEcURITY.—The UNION 
NATIONAL BANK of St. Louis made a loan on certain promissory notes 
secured by real estate. The notes were unpaid, and the bank proceeded to 
sell the property under the deed of trust. 

A temporary injunction to restrain the sale was granted, and the case came 
up on a motion to make the injunction perpetual. The defense was, that 
a National bank could neither loan money on real estate security, nor receive 
a note secured by real estate, even as collateral for a loan, and hence the 
bank did not become the legal holder of the paper, as by act of Congress 
National banks were all prohibited from loaning upon real estate security. 

This view the court (Circuit No. 1) sustained, and made perpetual the 
injunction restraining the bank from attempting to enforce the collection of 
the note. It is stated a very large amount of real estate securities are held 
by the several National banks of St. Louis, all of which is rendered valueless 
to them if this decision be sustained. 


THE LOANS OF SAVINGS BANKS.—The U. S. Circuit Court at Canandaigua, 
N. Y., has affirmed a decision of the District Court that the PEOPLE’s SAVINGS 
BANK of Syracuse cannot recover on certain notes discounted, amounting to 
y Hr $ 35,000, on the ground that discounting notes is prohibited by its 
charter. 


PHILADELPHIA.—The SHACKAMAXON BANK & SAvinGs Funp, No. 1,737 
Frankford road, has had its name changed to the ‘“* SHACKAMAXON BANK.”’ 


Pittshurgh.—An attempt was recently made to rob the TENTH WARD BANK, 
which was frustrated by the discovery that the light usually kept burning was 
extinguished. Upon entrance at the front a noise was heard, and two men 
broke through the rear door and made their escape. Examination disclosed 
ample arrangements for escaping, evidently with the plunder. Entrance to 
the building was made early in the night to allow full time to work at the 
safe, which contained thousands of dollars. 


TENNESSEE.—The DE Soro BANK of Memphis has retired from business in 
consequence of the expiration of the charter. The attorney of the bank is 
said to have made a mistake in drafting the bill for the renewal of the 
charter, and also made void a bill passed for its relief. 


BANKABLE FunpDs.—The decision of the Special Court of Appeals of Vir- 
ginia in the case of Bossieux v. Clendening, has more than passing interest. 
The question decided was: “What constitutes current bankable funds?” It 
arose on the maturity of a bond executed during the war. The obligor 
offered payment in lawful money, scaled according to the relative value of 
Confederate notes in greenbacks at the time the obligation was executed. The 
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holder of the note refused to accept this, and the case went to the courts. 
After pending several years, it was decreed by the court of last resort that 
the obligations must be scaled according to the gold value of National bank 
notes at the date of maturity, the amount so ascertained to be paid in gold. 
The decision seems to be just and equitable, and deserves to be considered by 
all who may hereafter execute a bond payable in “current bankable funds.” 
It asserts the principle (as we understand it) that the lowest -grade of cur- 
rency (National bank notes) may be offered in payment of such bond; but if 
the gold value of National bank notes be greater or less at the time of 
maturity than it was when the obligation was executed, then the obligor shall 
pay more or less than the nominal amount of his bond, according to the dif- 
ference in the currency price of gold.—Richmond Whig. 


VIRGINIA.—The Supreme Court of Appeals of this State has recently made 
a decision upon the Usury act of 1873, which is of much interest. Before 
the passage of this act all usurious contracts in Virginia were void, except 
those made by incorporated companies. The new law is as follows: 

“ No corporation shall hereafter interpose the defence of usury in any action; 
nor shall any bond, note, debt or contract of such corporation be set 
aside, impaired or adjudged invalid by reason of anything contained in the 
laws prohibiting usury.”” James B. Pace, after the passage of the above 
act, sued the town of Danville upon bonds issued and sold in 1863. The 
town offered a plea of usury, its counsel taking the ground that the act was 
not retrospective in its operation, and that if it was it impaired the obliga- 
tion of contracts. The Circuit Court rejected the plea and gave judgment for 
the plaintiff. 


The Supreme Court of Appeals affirmed the judgment of the lower Court, 
holding that the law was retrospective, and did ot impair the obligations of 
contracts. 


ViRGINIA.—The First NATIONAL BANK of Norfolk suspended payment 
on May 26th. At a meeting of the directors held June 2d, it was ascer- 
tained that the bank had hopelessly failed. A receiver was qualified and took 
possession on the roth. It has been stated that depositors would realize only 
about twenty-five cents on the dollar, but later intimations give promise of a 
larger dividend. 


THE VIRGINIA “ EMBEZZLEMENT BILL.”,—The bill known as the “ Em- 
bezzlement Bill,’’ passed by the General Assembly of Virginia at its last ses- 
sion, is of interest to bankers as tending to check unfaithfulness in employees 
_ the fraudulent transfer of property pledged to secure advances. It is as 
ollows : 


To prevent fraudulent conversions of money or property, and the fraudulent 
failure to comply with certain contracts or agreements, and to repeal sec- 
tions 20 and 21 of chapter 188 of the Code of 1873, in relation to embezzle- 
ment. 


Be it enacted by the General Assembly, That if any person shall wrongfully 
and fraudulently use, dispose of, conceal or embezzle any money, bill, note, 
check, order, draft, bond, receipt, bill of lading, or any other property which 
he shall have received for another, or for his employer, principal or bailor, or 
by virtue of his office, trust or employment, or which shall have been entrust- 
ed or delivered to him by another, or by any court, corporation or company, 
he shall be deemed guilty of the larceny thereof. 

2. If any person store or ship goods, wares, merchandise, grain, flour, or 
other produce or commodity in his own name, being in the possession there- 
of, for or on account of another, and sell, negotiate, pledge or hypothecate the 
same, or any part thereof, or the receipt or bill of lading received therefor, 
and fraudulently fail to account for or pay over to his principal or owner of 
the property the amount so received on such sale, negotiation, pledge or hy- 
pothecation, he shall be adjudged guilty of the larceny thereof. 

3. If any person shall obtain from another an advance of money, merchan- 
dise or other thing, upon 2 promise in writing that he will send or deliver to 
such other person his crop or other property, and shall fraudulently fail or re- 
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fuse to perform such promise, he shall be deemed guilty of the larceny of 
such money, merchandise or other thing. 

4. Any person prosecuted under this act shall be allowed to testify in his 
own behalf. 

5. Sections twenty and twenty-one of chapter one hundred and eighty-eight 
of the Code of 1873 are hereby repealed. 

6. This act shall be in force from its passage. 


WISCONSIN.—Proceedings have been taken before the U. S. District Court, 
on behalf of the creditors of the bankrupt BANK oF Mapison; the object being to 
recover moneys from the Hon. Simeon Mills, long the chief man of the bank, but 
who had withdrawn a few years ago. The testimony of officials of the bank is 
said to show that it had been bankrupt for seven years, and that the fact was con- 
cealed by fictitious drafts and other devices in its periodical statements. 


| Cor1ns.—The assignee in bankruptcy of the BANK OF MADISON invites bids for 
the collection of coins belonging to the late President James L. Hill, consisting 
of 5,482 pieces of all nations, many of them of great antiquity. 


CHECKS IN FRANCE.—The French legislation relative to checks has recently 
been the subject of some important changes, and a summary of the law as it 
now stands will be found of utility, so far as concerns checks drawn from 
abroad on FRANCE, or from one foreign country on another, and negotiated in 
FrANcE. A point to which attention should be specially directed is that the 
date of the month must now be written in words and not in figures. The 
non-observance of this rule renders checks liable to taxation as bills of ex- 
change. All checks are payable at sight; they must mention the place where 
they are drawn; the date of the month must be written in words and by the 
same hand by which the check has been drawn; provision in money must exist 
at the moment of drawing; checks, including those to bearer, must be receipted 
on payment, and the receipt be dated; they must bear no mention of the na- 
ture of the consideration in payment of which they are given; those payable 
in the place in which they are drawn must bear an embossed stamp of ten 
centimes; those drawn from one town of FRANCE on another should bear 
an embossed stamp of twenty centimes; but checks with an embossed stamp 
of ten centimes may be used on adding an adhesive receipt stamp of ten cen- 
times obliterated by the drawer. The above provisions also apply to checks 
drawn from FRANCE on foreign countries. Checks drawn from foreign coun- 
tries on FRANCE, when not on a form bearing the French stamp, must be 
enfranchised, before any use can be made of them in FRANCE, by the affix- 
ing and obliteration of two adhesive receipt stamps of ten centimes each; 
checks drawn from one foreign country on another, when the conditions re- 
quired for checks created in FRANCE are fulfilled, and especially when the 
date of the month is written in full, may, on their transit in FRANCE be 
stamped by affixing two receipt stamps of ten centimes each; otherwise those 
from one place abroad on another, and especially those of which the date 
is written in figures, are liable to the payment of the duty of 50 cen- 
times per 2,000 francs or fraction of 2,000 francs, fixed by the law of the 
2oth December, 1872, for foreign bills circulating in FRANCE. Parties issuing, 
endorsing, receipting or paying checks irregularly dated, or containing any 
infraction of the above regulations are liable to a penalty of six per cent. of 
the amount of the check, but not less than 100 francs. 


BENJAMIN H. Bristow, of Louisville, Ky., was nominated by the President, 
June 1, and promptly confirmed by the Senate as Secretary of the Treasury, 
to succeed Mr. Richardson. He was Solicitor-General under Attorney-General 
Ackerman, and was nominated by the President as the successor of Mr. WIL- 
LIAMS, when the name of the latter was before the Senate for confirmation as 
Chief Justice. He has a sound local reputation for ability, but has never 
been connected with public finances. 
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NEW BANKS, BANKERS AND SAVINGS BANKS. 
(Monthly List, continued from Fune Number, page 992. ) 
(= Additions for this list are solicited from the subscribers to this work. 


NEW YORK CITY. 
Kent & Hopkins. Livingston & Co. 
W. S. Nichols & Co. 


Place and State. Name of Bank. N. Y. Correspondent. 
Georgetown, CoL.... Fish, Meserve & Phelps.....-. ate ae hte 
Bridgeport, CONN.... Staples & Co................ Drake Brothers. 
Milford, DEL........ Branch Bank of Smyrna....... Phila. Nat. Bank, Pa. 


Chicago, ILL........ Phenix Banking Co........... Amer. Ex. Nat. Bank. 
Belleville, ‘* ....... First National Bank.......... ire open eles 
Warren, ‘* .....-. Rogers & Richardson......... George Opdyke & Co. 
Nashville, “ .....-. Sawyer, McCracken & Co..... J. N. Halladay. 
Newman, “ ....... Murphy, Hancock & Co...... Fifth Nat. Bank, Chicago. 
Cherokee, Iowa..... T. S. Steele & Son........... Ninth National Bank. 
Des Moines, “ ...... J. N. Thomas’ Bank.......... National Park Bank. 
Greene, “ ...... Bank of Greene.............. Tumbridge & Co. 

*¢ .....- People’s Saving Bank.....-.-. Corbin Banking Co. 
Union, “ ...... S. R. Benson & Co.........-- Fourth National Bank. 
Wilton, “ ...... Farmers & Citizens’ Bank.... Ninth National Bank. 


Bowling Green, Ky.. Nat. Southern Kentucky Bank. Ninth National Bank. 
Lebanon, “ .. Marion National Bank........ Bank of America. 
Winchester, © .. Citizens’ National Bank.... -. Busiekuie ae 


Brockton, Mass Home National Bank......... N.B. Commonwealth, Bos. 
Fitchburg, ‘* ..... Safety Fund National Bank... Sameceners oe 


Porgand, MicH...... Maynard, Allen & Co......... Metropolitan Nat. Bank. 
Waseca, MINN....... Bank of Waseca..........-... Gilman, Son & Co. 


Greenville, Miss..... Kretschmar & Farrar......... National Park Bank. 


St. Louis, Mo....... American Financial Corporation Kountze Bros. 
“ 1...... Asa W. Smith & Bro......... National Currency Bank. 


Schuyler, NeB....... Sumner & Co................ Saunders & Hardenberg. 
Paterson, N. J...-.-- Second National Bank........ First National Bank. 


Clyde, N. Y......... Gurnee & Streeter........-.... spay miei ote ia 
Oneonta, “ ......... Wilber National Bank........ Ninth National Bank. 
Cadiz, OHIO......... Far. & Mec. Sav. & Loan Asso. Imp. &Traders’ Nat. Bank. 
Dayton, “ .. ..... Dayton Savings Bank......... German-American Bank. 
Kenton, “ ........ Citizens’ Bank............... Ninth National Bank. 
Morgan, “ ........ Morgan Saving & Loan Asso.. Hatch & Foote. 


Brookville, Pa.... J. S. King & Co.............. Ninth National Bank. 
West Fairview, “ .... West Fairview Savings Bank - Union Banking Co., Phila. 


Gainesville, Texas... Cooke County Bank.......... Swenson, Perkins & Co. 
Paris, « —... Farmers & Merchants’ Bank.. Donnell, Lawson & Co. 


Portage, WIs........ City Bank of Portage......... Bank of North America. 
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CHANGES OF PRESIDENT AND CASHIER. 


(Monthly List; continued from Fune No., page 993-) 
JuNE, 1874. 
Banks are requested to furnish prompt notice of any future changes. 
Name of Bank, Elected. In place of 


Anglo-Californian B., San Fran., CAL. Fred’k F. Low, gr. Richard G. Sneath. 
Bank of San Luis Obispo, “., E. W. Steele, Pres... H. M. Warden. 


Lancaster Nat. B., Lancaster, Mass.. Wm. H. McNeil, Cas.. Caleb T. Symmes. 
First Nat. Bank, Northfield, MINN... J. C. Nutting, Pres... J. A. Scriver. 


Security Bank, St. Louis, Mo. James Aull, Cash.... Van L. Runyan. 
Farmers and Traders’ B., Mexico,“ . J. E. Dearing, Cash... R. R. Arnold. 


B. of Haverstraw, Haverstraw, N. Y. Ira M. Hedges, Pres.. Jacob Odell. 


Harrison National Bank, Cadiz, On10. Charles P. Dewey, Cas. Medford J. Brown. 
Youngstown Sav. & Loan Asso., “ . Joseph H.Brown,Pres. Freeman O. Arms. 


DISSOLVED OR DISCONTINUED. 
(Monthly List, continued from Fune No., page 994.) 


NEW YORK CITY. 


Berry & Co. Nichols, Stone & Co. 
Hay & Warner. Turner Brothers. 


ILLINOIS.—People’s Loan and Savings Bank, Chicago, (succeeded by Phenix 
Banking Co.); Hay, Brothers & Co., Mashville, (succeeded by Sawyer 
McCracken & Co); Farmers’ National Bank, Warren, (succeeded -by Rogers 
& Richardson. ) 


INDIANA.—Farmers’ Loan and Deposit Bank, Rochester, failed. . 


Iowa. — Des Moines Savings Bank, Des Moines, (succeeded by I. N. 
Thomas’ Bank.) ; 


KENtTucKy.—Scuthern Kentucky Bank, Bowling Green, (succeeded by 
National Southern Kentucky Bank); Commercial Bank, Zedanon, (succeeded by 
Marion National Bank.) 


LoutsiIaANa.—Samuel Smith & Co., Mew Orleans. 


MINNESOTA.--C. Hardin & Son, Aasson, (removed to Waseca as the 
*“ Bank of Waseca.’’) 


NEBRASKA.—Sumner, Smith & Co., Schuyler, (now Sumner & Co.) 


NEW JeRSEY.—Passaic National Bank, Patterson, (changed to Second Na- 
tional Bank.) 


New York.—Bank of Brockport, Brockport, (sold out to Allen & Kings- 
bury); Griswold & Gurnee, Clyde, (now Gurnee & Streeter.) 

Outo.—Citizens’ Bank, Dayton, (succeeded by Dayton Savings Bank); Bank 
of Exchange and Deposit, Aenton, (succeeded by Citizens’ Bank.) 


Texas. —Smith & Co., Paris, (succeeded by Farmers and Merchants’ 
Bank. ) 
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May . 2,148 
29 
29 

June 

3 


2,149 
2,150 
2,151 
2,152 
2,153 
2,154 


DAILY PRICE OF GOLD. 


NEW 


Name and Place. 


Citizens’ Nat. B’k, 
Winchester, Ky. 
N. Southern Ky. B’k, 
Bowling Green, Ky. 
Marion Nat. Bank, 
Lebanon, Ky. 
Wilber Nat. Bank, 
Oneonta, N. Y. 
Home Nat. Bank, 
Brockton, MAss. 
Safety Fund Nat. B’k, 
Fitchburg, Mass. 
First National Bank, 
Belleville, ILL. 


President and Cashier. 


R. N. Winn....... 
J. D. Simpson ... 
Chas. A. Nazro.... 
H. S. Underwood 
R. H. Rountree ... 
N.S. Ray 
David Wilber 
George I. Wilber 
R. P. Kingman.... 
C. D. Fullerton... 
Henry Allison 
F. F. Woodward- 
Julius Kohl -... --. 
Van L. Runyan.. 


83 


NATIONAL BANKS. 


Paid. Limit. 
$63,250 -$ 126,500 
50,000 . 500,000 
136,800 . 150,000 
100,000 . 300,000 
200,000 . 400,000 
50,000 . 100,000 


65,000 . 125,000 


THE PREMIUM ON GOLD, May anp JuNE, 1874. 
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NOTES ON THE MONEY MARKET. 


NEw YorK, JUNE 22, 1874. 


Exchange on London, at sixty days’ sight, 4.87% a 4.88% for gold. 


There are no active changes to report in the money market during the past month. Rates 
for stock loans on call have ranged a little upward from 2 per cent. Commercial paper 
has generally commanded 7 per cent., except in some of the larger banks, where, if taken at 
all, it is at some abatement. But the nearer the cropping time comes, the more closely is the 
reserve held against demands from the West. Apparently there is no possibility of any diffi- 
culty being experienced during the present season from deficiency of money to move produce 
to the East. 

The crops in the Western States, particularly in the Ohio Valley and the Mississippi river and 
lake regions, are represented as far above the average. The planting of corn in Illinois and 
Indiana, is said to be ‘‘a wonder.’? We have heard of one farmer who has put in an area of 
17,000 acres, mostly by machinery. The cultivation and gathering of crops by machinery 
is not practicable to the same extent; and it is therefore likely that labor in the food produc- 
ing States will be in active demand at high wages; sufficiently so it is hoped to draw off 
many of the thousands of unemployed hands who are now lounging on strikes in our eastern 
cities. We shall have nothing to regret as to strikes, if their result be to settle laborers per- 
manently on the lands of the ‘“ boun ‘tess’? West. 

Notwithstanding general dullness in the labor market, and the fact that there is an idle man 
watching the place of every one employed, ready and eager to accept lower wages, new 
strikes are developed or threatened continuously. Society men impose terror on the unemployed 
by personal assaults which have proven fatal in several instances during the past month. In 
consequence there is an excessive dullness in many branches of mechanical labor, which is 
favored by an indisposition on the part of capitalists to enter on new projects in the present 
uncertain state of the currency question. Congress, after a session of seven months, adjourns 
without having taken any measures that inspire confidence of change for the better. 

Large negotiations for carrying forward public improvements have come to a full stop. We 
have heard of one railway loan having been verbally taken three times in London, and as often 
receded from on the starting up of .some new rumor unfavorable to a revival of activity. This 
shows to what an extent timidity and apprehension have taken possession of the minds of 
capitalists. There are no securities in the world more solid and trustworthy than many of the 
railway loans of the West—especially those which are intended to facilitate the transport of the 
food products of the Mississippi Valley to the Atlantic ports. ‘he depression in this branch of 
investments is temporary; and capitalists would do well to reflect that now is the profitable 
crisis when they can obtain such on advantageous terms. When the tide turns—as it assuredly 
will—the price of all valid securities must rapidly advance. We do not lose sight of the fact 
that a number of railway companies have failed to pay their coupons in Europe; but they are 
companies which were literally “ foisted’? on the market by a coalition of third or fourth-rate 
concerns with the European stock-houses and the European press. This does not in the least 
impair the soundness of many well-devised and well “ backed”’ improvements which are seeking 
a market for their bonds. That the future will bear us out in this prognostication is as certain 
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as the fact of progress itself. While saying this, we must add a caution to all buyers of our 
railway bonds, to examine the substantial grounds on which they are issued. It has been a 
common scheme for projectors to depend on borrowing before getting their stock subscriptions 
paid up, calculating to divide the stock as a free bonus among themselves for hypothetical 
services. Beware of such men and of such enterprises! If the originators of improvements 
have not confidence enough in them to fill the stock at par by actual payment of money, they 
are not worthy of credit, and ought not to be allowed to take precedence of substantial and 
honest enterprises—as they often do—by the help of noise and brag. 


The prospects of the cotton crop are highly encouraging, if there be any force in the fool’s 
argument of detting, four million bales being the amount on which the “‘knowing ones” are 
willing to risk their money. 


The following quotations will show the general course exhibited by the stock market in 
the last month. The market is charaeterizcd by a chronic dullness. 


May 22d. Fune 20th. Fune 22d, 

Western Union Telegraph 71% waa 70% ens 72% 

New York Central and Hudson River.. 98 Fete 97 scab 9834 

North-Western.... cee 37% aba 4014 

Rock Island ane 94 96% 
United States Currency 6's eese 115 ° 1I5 
vic - 5-20’s of 1862. 115% Pree 114 nabs 114 

United States Fives of ’81 1 ere 114 eer 113% 
114% see 112 


The suspension of the banking house of Turner Brothers, No. 14 NassaujStreet, was 
announced on the 16th inst. The firm was established in 1844, and has been very prosperous. 
The senior partner retired some time back in consequence of enfeebled health. The failure 
was caused by advances on the securities of the Indianapolis, Bloomington and Western Rail- 
road, to the amount of $1,500,000, The house was not engaged in stock operations, and its 
suspension has had no prejudicial effect on the market. 


The latest statements of the New York City banks evince a more gratifying determination 
to hold a position of full strength than has been usual at this season of late years. Their pro- 
portion of reserve to liabilities is over 31 per cent. We annex their recent returns: 

Legal Weekly 
1867. Loans. Specie. Tenders. Circulation. Deposits. Clearings. 


$ 257,852,460 .$ 12,794,892 . $65,026,121 .$ 32,762,779 .$ 202,533,564 .$ 466,987,787 
249,741,297 -- 12,724,614 .. 62,111,201 .. 34,134,391 .. 187,070,786 .. 483,266,304 

259,090,057 .. 20,736,122 .. 48,896,421 .. 34,379,609 .. 180,490,445 .. 585,304,799 

250,406,387 .. 31,166,908 .. 45,034,608 .. 34,150,887 .. 179,129,394 -- 399,355,375 

276,496,503 .. 31,611,330 .. 56,815,254 .. 33,070,365 .. 219,083,428 .. 562,736,404 

263,417,418 .. 20,028,846 .. 45,245,358 .. 32,153,514 .. 188,238,995 .. 467,692,982 

296.237,959 .. 16,526,451 .. 71,348,828 .. 30,494,457 -- 243,308,693 .. 561,366,458 

270,534,000 .. 25,049,500 .. 40,282,800 .. 28,542,800 .. 200,409,800 .. 561,802,964 

289,002,800 .. 22,795,500 .. 54,951,400 .. 27,416,100 .. 232,387,900 .. 485,973,837 

277,720,900 .. 19,478,100 .. 41,165,400 .. 27,613,800 .. 203,808,100 .. 642,834,841 

273)534,000 .. 15,664,400 .. 34,940,500 .. 27,715,800 .. 187,687,000 .. 780,498,463 

286,905,800 .. 33,551,400 .. 48,168,000 .. 27,276,200 .. 232,369,400 .. 478,571,386 

288,883,000 .. 23,095,200 .. 44,729,300 .. 27,281,900 .. 220,390,300 .. 447,799,948 

252,373,500 .. 21,158,600 .. 38,214,000 .. 27,186,100 .. 182,015,300 .. 419,721,752 

Jan. 5,’74.. 261,135,400 .. 28,395,600 .. 46,458,100 .. 27,186,300 205,399,500 .. 361,517,913 
Feb. 2..... 269,995,800 .. 33,342,100 .. 58,877,700 .. 26,898,800 .. 233,119,800 .. 422,936,392 
Mar. 2 .... 282,555,700 .- 26,488,300 .. 61,915,000 .. 26,775,100 .. 239,864,300 .. 333,261,105 
291,113,700 .. 24,045,600 .. 56,983,100 .. 26,804,600 .. 237,491,400 .. 431.323,311 

286,574,300 .. 24,639,600 .. 55,833,000 .. 26,889,600 .. 234,401,500 .. 491,427,114 

282,814,400 .. 26,022,300 -. 58,853,400 .. 26,800,900 .. 234,243,300 .. 423,805,643 

280,558,100 .. 25,517,400 .. 61,456,700 .. 26,727,500 .. 232,404,300 .. 335,139,851 

279,926,300 .. 24,382,100 .. 61,890,800 .. 26,764,000 .. 231,913,300 .. 449,888,492 

281,242,800 .. 21,921,000 .. 60,951,000 .. 26,671,800 .. 232,722,400 .. 376,646,467 

279,067,500 .. 19,934,200 .. 61,838,600 .. 26,652,300 ,. 227,619,500 .. 401,927,485 
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The Boston banks keep up a full discount line, having a realizing sense of the importance 
of dividends. Their returns are as follows: : 


Loans. Specie. LegalTenders. Circulation. Deposits. 


Jan $94,969,249 +. $1,466,246 .. $15,543,169 .. $24,626,559 .. $40,856,022 
Jan. 98,423,644 ... 2,203,401 ... 12,938,342 ... 25,151,340 ... 37,538,767 
Jan. 105,985,214 ..- 3,765,347 -+- 11,374,559 --- 25,280,893 ... 40,007,225 
Jan. III,190,173 ... 2,484,536 ... 12,872,917 ... 24,662,209 ... 46,927,971 
IIQ,152,15Q «++ 1,441,500 ... 13,117,482 . . 24,816,012 ... 50,693,067 
115,878,481 ... 4,469,483 ... 9,602,748 ... 25,715,976 ... 46,994.488 
112,164,800 ... 2,740,100 ... 9,471,800 ... 24,877,000 ... 48,875,500 


The deposits after this date include the amount due to other banks, 


122,872,700 ... 2,075,400 ... 1,122,500 .+. 25,614,400 ... 74,113,500 
120,001,600 ... 922,600 ... 8,939,300 ... 25,519,400 ... 64,623,200 
122,947,000 ... 1,935,400 ... 11,267,600 ... 25,487,700 ... 73,218,900 
123,417,600 ... 1,121,500 ... 10,733,200 ... 25,490,200 ... 68,625,500 
119,788,400 ... 1,849,400 +++ 9,045,400 ... 26,139,100 ... 59,399,200 
124,287,100 ... 3,513,800 ... 10,466,300 ... 25,791.600 ... 70,219,200 
125,276,300 ... 4,244,300 ... 11,244,400 ... 26,641,900 ... 73,374,100 
126,491,900 ... 3,481,600 ... 10,904,000 ... 25,567,600 ... 75,969,000 
127,896,700 ... 3,123,600 ... 10,564,100 ... 25,460,300 ... 79,330,200 
126,615,900 ... 2,806,300 ... 10,515,200 ... 25,606,900 ... 76,460,400 
125,450,700 ... 2,719,300 ... 10,681,200 ... 25,432,800 ... 75,121,200 
125,259,000 ... 2,364,100 ... 11,275,300 ... 25,385,900 ... 75,940,900 
126,864,200 ... 2,180,900 ... 11,026,800 ... 25,365,000 ... 77,076,200 
127,882,900 ... 2,176,400 ... 10,934,700 ... 25,244,200 ... 76,982,000 


The condition of the Philadelphia banks remains almost unchanged since last month, being 

as below: 
Loans. Specie. Legal Tenders. Circulation. Deposits. 

. 4, 1868...$ 52,002,304 .... $235,912 ....$ 16,782,432 ....$ 10,639,000. ....$ 36,621,274 

4, 1869... 50,716,999 ..-. 252,483 .... 13,210,397 ..-- 10,593,719 .... 38,121,023 

3, 1870... 51,662,662 .... 1,290,096 .... 12,670,198 .... 10,568,681 .... 38,890,001 

2, 1871... 51,261,827 .... 1,071,528 .... 12,653,166 .... 10,813,212 .... 38,660,403 

1, 1872... 55,631,723 .... 1,069,585 .... 11,228,988 .... 11,348,85r .... 42,049,757 

July 1, “ ..- 59,659,324 «.... 228,338 .... 13,952,002 .... 11,345,868 .... 50,021,793 

Jan. 6, 1873... 55,370,01E ..02 424,458 .... 10,576,155 .... 11,331)579 «+-- 40,861,114 

Feb. 3, ‘“* ... §7,062,437 ...« 352775 +--+ 30)509,532 «--- 2%2,370j853 «+. 42,220,452 

April 7, +++ 57,075,617 .... 130,936 .... 9,663,471 .... 11,475,1IQ .... 40,124,310 

July 7, .»+ 60,480,403 .... 322,626 .. 14,513,757 --+-+ 11,431,847 «-.. 48,200,545 

Sept. 1, «++ 591317,093 .... 208,580 .... 13,348,119 .... 11,454,680 .... 45,089,892 

Nov. 24, +++ 58,194,000 .... 959,000 .... 14,741,000 .... 11,519,000 .... 45,847,000 

Jan. 5, oc §9:772;523 «+00 3y293,7G6 ...- 15,353,572 .... 32,482,558 .... 48,378,204 

Feb. 2, «++ 57)170,073 «..+ 1,002,109 .... 17,530,254 «.--- 11,450,353 «-.- 48,618,062 

Mar. 2, ooo §F08T 443 .... GIGQIF «... 37/978j990 .. 11,449,506 .... 47,131,169 

April 6, «++ 60,298,626 .... 551,936 .... 15,528,478 .... 1%,522,12E .... 47,411,234 

May 4, +++ 59193,258 .... 377,919 .... 16,131,746 .... 11,501,030 .... 48,257,660 

May 25, “ ... 58,801,390 .... 332,598 .... 16,939,587 .... 1%,477,I5% .... 48,450,635 

June x, “ .. §8,759)720 «+++ 332,327 +++- 17,218,608 .... 11,470,167 .... 49,431,654 

© 8, “ wee 59,049,619 .... 271,799 -... 17,285,920 .... 12%,445,383 ..-- 49,229,480 

“ 15, “ ... 58,927,603 .... 272,052 .... 16,863,842 .... 11,433,091 .... 48,485,332 

22, * 58,937,108 .... 263,818 .... 16,517,635 .... 11,440,156 .... 48,210,238 


The market for foreign exchange continues steady on the basis of $4.87% a $ 4.88% for 
bankers’ 60 days’ sterling bills, and $4.90 @ $4.91 at short sight. We quote: Bills at 60 days 
on London, 4.85 @ 4.87 for commercial ; 4.874% @ 4.88% for bankers’; do. at short sight, 4.90 @ 
4-91; cable transfers on London, $ 4.9144; Paris at 60 days, 5.18% a 5.133%; do at short sight, 
511% @ 5.10; Antwerp, 5.204 5.15; Hamburg and Bremen, 4 Reichsmark, 95% @ 96; 
Amsterdam, 405% @ 41; Frankfort, 40) a 41%; Prussian thalers, 71% a 72. 
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The official records of imports and exports at this port exhibit a less favorable compari- 
son than at the same period of last year. The summary is as follows: 


Foreign Imports at New York for the Month of May. 
1872. 1873. 1874. 
Entered for consumption $ 16,368,458 $ 12,716,218 $ 13,304,964 
Entered for warehousing 23,002,975 12,930,999 12,118,107 
Free goods 3,111,784 8,772,153 9,902,831 
Specie and bullion 1,054,630 


Total entered at port $ 42,579,240 $ 34,616,19m $ 36,470,532 
Withdrawn from warehouse 10,199,829 10,806, 601 8,251,185 


Foreign Imports at New York for Five Months from Yanuary t. 
1872. 1873. 1874. 
Entered for consumption..... +. $98,985,328 $ 84,091,321 $ 77,210,542 
Entered for warehousing 88,374,363 61,036,656 54,087,098 
Free goods 14,033,539 44,930,815 51,965,288 
Specie and bullion. ‘ 733,854 1,841,654 2,322,294 


Total entered at port $ 202,127,084 $ 191,900,446 $ 185,585,222 
Withdrawn from warehouse 56,468,319 54,869,692 4953315376 


The imports are stated at their foreign cost in gold. The exports, which now follow, are 
stated at their value in currency, specie shipments excepted. 


It will be seen below that the outflow of specie has increased fourfold, while the shipments 
of produce and merchandise have diminished. 


Exports from New York to Foreign Ports in the Month of May. 


1872. 1873. 1874. 
Domestic produce $ 14,746,837 $ 24,754,461 8 22,781,958 
Foreign merchandise, free 36,977 196,911 
do. dutiable 1,097,133 1,275,712 812,868 
Specie and bullion...............+6 es 14,850,556 2,943,583 11,865,512 
Total exports $ 30,731,503 $ 29,196,609 $ 35,657,248 
do. exclusive of specie 15,880,947 26,253,026 23,791,737 


Exports from New York to Foreign Ports for Five Months from Fanuary 1, 
1872. 1873. 1874. 8 
Domestic produce.......... biamaenascx $ 81,394,156 $ 110,177,625 $ 109,890,359 
Foreign merchandise, free 581,823 1,149,604 898,824 
do. dutiable 45390,944 3+717,326 353945317 
Specie and bullion 24,576,697 21,163,288 ... 22,511,708 
Total exports $ 110,943,620 $ 136,207,843 $ 136,695,208 
do. exclusive of specie 86, 366,923 115,044,555 114,183,500 


From these indications, and from those of the month of June not yet completed for record, 
the course of our foreign exchanges is not toward improvement. But, with the adjournment of 
Congres®, and an end to financial legislation for a time, we may hope for some revival in our 
export trade, for which the crops of the West promise such abundant material. 
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I. SMITH HOMANS. 
a 


Isaac SmirH Homans, whose death was briefly announced in the Magazine for June, was 
born in Boston in the year 1807. The family removed to Washington in 1813, in consequence 
of his father being appointed by President Mapison Chief Clerk in the Navy Department. At 
the age of sixteen years he became an accountant in a book store in that city, and at twenty- 
two a partner in the business. An advantageous offer took him to Baltimore in the year 
1833, where he entered the banking house of J. I. Conen, Jr., & Bros. It was here that Mr. 
Homans acquired his predilection for statistics. In the year 1846 he began the publication of 
the BANKER’S MAGAZINE AND STATISTICAL REGISTER, of which the last number of the 28th 
volume was published on the day of his death. In addition to his main work of editing and 
publishing the magazine, he engaged in other labors connected with finance and economy. 
For nine years, from 1852 to 1861, he was the financial editor of the Mew York Courier 
and Enquirer. The writer of this notice having himself filled the same post in connection 
with an active New York city journal is competent to bear witnesss to the arduousness of the 
employment, and to the flattering temptations by which it is surrounded. That Mr. Homans 
did not acquire a fortune while in command of the financial columns of a paper of such influ- 
ence as the Courier and Enguirer, proves that his hand was not open to the bribes of the 
stock market. From 1858 to 1862 he was Secretary to the New York Chamber of Com- 
merce. In 1863 he contributed to the official report of the Secretary of the Treasury a table 
of near ninety staple commodities of trade, with the duties and fluctuations in price of each 
through thirty-nine years—from 1825 to 1863, making 117 pages of that document, and consti- 
tuting by far the most valuable part of it. 

Mr. Homans abated nothing of his statistical labors as he advanced in years, but pursued 
them with increasing interest; and among the valuable works to which he devoted himself 
with conscientious zeal, were the following: 


A Cyclopedia of Commerce and Commercial Navigation; a statistical sketch of the 
commerce of all countries, and of the production, history and consumption of all their staples. 


A History of the Bank of England from 1694 to 1844, by FRAncis, continued by the 
American Editor to 1860. This comprises a history of financial events in Europe during 
thirty years, including the noted revulsions of 1847 and 1857; and of the important results 
following the introduction of the telegraph and the discovery of gold in the Pacific States. 


A History of Banking in Europe, by Lawson. In this elaborate work Mr. Homans 
*has contributed additions which render it more acceptable to the American reader. 


To the continuous and increasing labors of the BaNKER’s Macazine, Mr. Homans added 
the preparation of the BANKER’s ALMANAC, an annual Register of the Banks and Bankers of the 
United States, as well as a current digest and record of transactions, domestic and foreign, 
which has grown into a complete dictionary of finance indispensable to every banker. 

The life of Mr. Homans was one of uninterrupted labor in the most toilsome and least 
appreciated department of public economy—that of pure statistics. The number of volumes 
that bear his name attest the industry with which he pursued his investigations in every branch 
of inquiry. He was content with the reward which springs in all noble minds devoted to high 
objects of wide and common interest. It is not in the nature of such objects to inspire a 
mean ambition. His experience and his knowledge would have made him an invaluable officer 
at the head of one of our treasury bureaus; but genuine merit does not push itself into crowds 
of noisy competitors for official employment. He was affable, courteous and unpretending—a 
quiet, persistent laborer, whose works are his best praise. It is not only what such a man 
does during his life that speaks for him. but that also which he sets in motion, and prepares 
for others to continue. In this way he “‘ yet liveth.” 

Mr. Homans was a man of singular equanimity in all the relations of social life. He acted 
less from momentary impulse than from principles well considered and firmly established in his 
mind. In domestic life his character shone most brightly. From habit, as well as from princi- 
ple, he made his own happiness to consist in promoting that of others. He was generous to 
the unfortunate, and bestowed liberally, “‘not letting his right hand know what his left hand did.” 





